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PRESS COMMUNIQUE 

In the Resolution of the Government of India in the Department of Commerce, 
No, 341-T. (9), dated the l()th Jane 1928, a second Tariff Board was appointed for the 
purpose of enquiring into the present condition of the Cotton Textile Industry in India. 
The terms of reference were :— 

(1) To investigate the condition of the Cotton Textile Industry in India, with spoeial 

reference to the industry in Bombay and Ahmedabad ; 

(2) To examine the causes of the depression in the industry and to report whether 
they are of a temporary or permanent character ; 

(3) In particular, to consider whether, and if so to what extent, the depression is 

due to the competition of other countries in the home and export trade ; 

(4) To report whether, having regard (t) to the faot that the industry has long been 

established in India and (it) to the interests of the consumer and to all other 
interests affected— 

(a) the industry is in need of protection, and 

( b ) if so, in what form and for what period protection should be given ; and 

(5) To make any other recommendations that are germane to the subject. 

The Board has now received a representation from the Bombay Millowners’ Association 
reviewing the oauses which, in the opinion of the Association, have led to the present 
condition of tho industry and putting forward the following proposals :— 

(1) The abolition of the duties on machinery and mill stores; 

(2) Tho abolition of company super tax and the Bombay town duty of one rupee 

per bale ; 

(3) Reduction of railway freights from Bombay to the principal up-country markets ; 

(4) Negotiations with steamship companies for tho reduction of shipping freights 

from Bombay to all export markets ; 

(6) The appointment of Trade Commissioners in various counTies to assist India’s 
export trade; 

(6) The adoption of a scientifio tariff which will protect goods manufactured in 
India from unfair competition from foreign countries. 

The Association consider that, in order to place the cotton textile industry in India 
on an equality with foreign countries in respect of costs of manufacture, additional protec¬ 
tion to the extent of 13 per cent, is required and that further protection to enable the 
mills to make the necessary allowances for depreciation to plant and machinery should 
also be given. 

2. The Board will be glad to receive representations from those public bodies, firms 
and persons who desire to express then views on the subject matter of its enquiry. 

The representation from the Bombay Millowners’ Association and the Board’s question¬ 
naire have been printed in book form and copies can be obtained from the Board’s office 
at the Bombay Town Hail, Provincial Government Book Depots and authorised book¬ 
sellers. 

8. Replies to the Board’s questionnaire, which should be addressed to the Secretary 
should reach the Board’s office, Town Hall, Bombay, not later than the 21st of August 
1926, together with 5 spare copies. Firms and persons who desire to tender oral evidence 
should inform the Secretary not later than the 15th of August. The Board’s programme 
will be notified to the public from time to time and arrangements will be made for the 
examination of witnesses other than those from Bombay at the nearest convenient centre 
inoluded in the Board’s programme. 

4. Some of those who desire to be heard may find it convenient to submit detailed 
answers to the questionnaire, while those who prefer to express their views in a more 
general form may find the questionnaire useful as indicating the points on which the 
Board desires to be informed. Some of the questions cannot be answered without local 
or technical knowledge and answers of firms and others with such knowledge will be of 
special value. Witnesses who desire any part of their evidence to be treated as confidential 
are requested to mark such part clearly. 

Bombay, the 1st August 1926, 

D. P. KEEGAN, 

Secretary, Indian Tariff Board 
(Cotton Textile Industry Enquiry), 
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QUESTIONNAIRE 

Section I 
General 

1. Do you consider that the present depression in the Cotton Textile Industry is 
confined to Bombay or that it also extends to Ahmedabud and to up-country osntres 
generally ? Doss it affoot all mills in the same centre alike ? 

2. To what extent do you consider the depression due to the operation of world factors, 
of faotors special to India or of factors special to a particular locality in India ? 

3. Do you consider that the causer of the present depression in the industry are of a 
temporary or permanent character V 

4. Do you consider that, unless the present margin between the price of raw ootton 
and the price of yarn and piece-goods increases, any mills now working will be compelled 
to close down ? 

5. Do you consider that producers of yam and piece-goods generally (a) in Bombay, 
(6) in Ahmedabad and (c) in up-country centres with which you are acquainted arc at 
present realising no profit on their sales or selling at a loss 1 

6. What effeot do you oonsider that a further fall in the price of raw cotton would 
have on the prosperity of the industry ? 

7. How far can the present depression in the industry be attributed to lack of confi¬ 
dence in the stability of the present level of prices of raw ootton, o f yarn and of piece- 
goods ? 

8. How far do you consider that the depression in the industry can be attributed to 
the fact that the fall in the price of cloth has not corresponded with the fall in the price 
of cotton and that of other commodities ? 

9. Do you consider that there has been a fall in the purchasing power of the ryot 
sinoe the war, and if so, to what extent has this fall in purchasing power contributed to 
the depression in the mill industry ? 

10. Do you agree with the view that, owing to the low prices of gold and silver, 
consumers prefer to invest their savings in the precious metals and to restrict their 
purchases of doth to a minimum ? 

11. How far can the present depression in the industry be attributed to lack of 
organisation among the mill-owners generally or in any specified directions ? 

12. How far has the depression in the industry been reflected in the number of mills 
whiob have (a) changed hands. (6) closed down, (c) gone into liquidation since 1922 and 
in that of projected mills in which work has not been started or has been suspended since 
that date ? Tf you are in a position to give information in regard to a particular mill 
falling under auy of these heads please do jo. 

Section II 

Nature and extent of competition between imported goods and 
those of Indian manufacture 

13. How far do you consider that the present depression in the industry can bo attri¬ 
buted to the loss of the Chinese market for yarn ? How far do you oonsider that the heavy 
fall in the exports of yarn to China since 1917 can be attributed to foreign competition, 
to scaroity and dsarness of freight, to the expansion of the weaving industry in Tndia or 
to a combination of all these causes ? 

14. How far do you consider the present depression in the industry due to increasing 
competition both in regard to quantity and price of imported yarn and piece-goods 
(a) from Japan aud (6) from other countries ? 

15. What counts of imported yarn and lines of imported pieee-goods-compete directly 
with the production of Indian mills ? 

16. Please give as complete a range of figures os you can covering as Jong a period as 
possible of prices ezgodown Bombay or Calcutta of imported yarn and piece-goods which 
oompete with yarn and piece-goods manufactured in India. The prices ez-mill of the 
Indian manufactures with which the imported goods compete should also be given. 

17. Do you oonsider that any yarns or piece-goods imported from Japan or other 
oountries are placed on the Indian market at prices which would not cover their cost of 
production in India or at prices which are lower in India than those at whiob they are 



placed in other markets (excluding treignt and duty) t If so, piease furnish samples 
of such yarn or pieoe-goods, if possible, with particulars of prices. Can you furnish any 
evidence to show that such goods are placed on the Indian market at prices which after 
deducting freight and incidental expenses would not cover the cost of their production 
in the exporting country 1 

18. Do you consider that any yarns or piece-goods exported from Japan or other 
countries are placed on any foreign market at prices which ar? lower than the cost of 
production of similar Indian goods plus freight and import duty ? • To what extent, if 
any, has India lost foreign markets as a result of such competition ? 

19. The total Imports of yarn of counts under 30s into India in 1924-25 were less than 
1 • 3 per oent,. of the production of Indian mills. In these cir umatances do you regard 
the competition of imported yarn as a serious factor, and if so, why ? Do you consider 
the percentage likely to increase ? 

20. It has been estimated that before the war not more than 3 per cent, of the imports 
of piece-goods from the United Kingdom competed directly with the production of Indian 
mills and that since the war the percentage has not been more than 1 per cent. Do you 
accept these figures ? If not, please give your reasons. 

21. It has been estimated that 70 par cent, of the imports of piece-goods from Japan 
compete directly with the production of Indian mills. Do you accept thjs figure ? If not, 
please give your reasons. 

22. It ha. been estimated that 10 per oent. of the importsof piece-goods from countries 
other than the United Kingdom and Japan compete directly with the production of 
Indian mills. Do you accept this figure ? If not, please give your reasons. 

23. Do you consider the imports of piece-goods into India from the United Kingdom, 
Japan, Italy or any other country likely to inorease, and if so, why ? 

24. To what extent do you consider that imported piece-goods from Japan compete 
with those (a) from the United Kingdom and (6) from other countries ? Do you consider 
this competition likely to increase in the future 1 

25. To what extent do you oonsider that the competition of imported piece-goods 
from Japan with the production of Indian mills has been accentuated by tbe fall in the 
Japanese exohang? ? Please give figures in support of your view. Have you any criti¬ 
cisms to offer of the table given in paragraph 57 of the representation of the Bombay 
Millowners’ Astoeiation and of the assumptions on which it is based ? 

26. To what extent do you consider that the competition of imported goods 
from countries other than Japan with the production of Indian mills has been 
accentuated by fluctuations in the exohtnge of the exporting countries ? Please 
give figures in support of your view. Do you consider that the competition from 
foreign countries other than Japan is likely to increase in the future owing to the 
exchange factor ? 

27. To what extent do you consider that ths competition of imported goods with the 
production of Indian mills has been accentuated by fluctuations in the sterling rate of 
the rupee ? If the rupee is stabilised at Is. 6 d., what effect will it have on the 
industry ? 

28. To what extent do you oonsider that the competition of imported piece-goods 
with the production of Indian mills is facilitated by the difference between the conditions 
of labour iu the exporting country and in India ? 

29. To what extent do you consider that the competition of imported piece-goods 
with the production of Indian mills is promoted by direot or indireot State assistance 
to the industry in the exporting country ? Are you in a position to give any speoific 
information on this point ? 

30. Do you oonsider that the competition of imported pieoe-goods with the production 
of Indian mills is in any way assisted by special facilities in the matter of credit 
obtained by the exporting houses in their own oountry or offered by them to buyers 
in India ? 

31. How far do you consider that the competition of imported pieoe-goods with the 
production of Indian mills is facilitated by greater attention paid by exporters to the 
requirements and preferences of Indian middlemen and consumers in regard to such 
matters as quality, finish and paoking ? 

32. Has there been any marked change in the quality of piece-goods imported into 
.India of recent years from Japan or any other country I 
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33. Can yon give any speoifio in tanoea in which any line of Indian yarn or piece-goods 
has been ousted from or seriously handicapped in the home or foreign market or any 
part of it by imports from Japan or any other country ? 

34. Do you consider that there are any signs of a growing preference on the part of 
Indian consumers for finer qualities of cloth than those ordinarily produced in Indian 
mills and that this preference i„ working to the disadvantage of Indian mills as compared 
with their competitors ? 

Section III 
Internal competition 

36. To what extent, if any, do you consider that the extension of milk and the 
establishment of new mills in up-oountry oentres have affected the prosperity and future 
prospeots of the industry (a) in Bombay and ( b ) in Ahmedabad ? 

36. What advantages, if any, do you consider that Bombay mills have over mills in 
Ahmedabad and up-country centres ? 

37. Can you give an estimate of the relative advantages that mills in ( a ) Ahmedabad 
and (6) any up-country oentre with which you are acquainted have over mills in Bombay 
owing to (a) proximity to large up-country markets, (b) proximity io coal fields, 
(c) proximity to sources of supply of raw materials ? 

38. To what extent does the handloom industry compete with the mill industry ? 
Has there been any change in this respect of recent years ? 

39. Can you furnish any information as to the extent of the production of hand-spun 
yarn and handloom piece-goods ? 

Section' IV 
Mill management 

40. The British Safeguarding of Industries Act lays down inter alia that no order shall 
be made under Bart I unless it is established that the industry manufacturing similar 
goods in the United Kingdom is being carried on “ with reasonable efficiency and 
economy.” Do you oonsider that this criterion is satisfied by the industry (a) in Bombay 
and Ahmedabad and (6) in rndia generally '! 

41. Please state your views in detail on the managing agency system. If 
you consider the system defective, please state in what way you regard it as 
defective. - Do you consider any efficient substitute for the managing agenoy system 
possible ? 

42. I. 1 the Bystem of remuneration to managing agents by commission on profits 
or that by commission on production the more common ? Which do you oonsider 
preferable ? 

43. In addition to remuneration by commission on production or on profits do manag¬ 
ing agents also receive an allowance for office expenses and commission (a) on pnrohases 
of ootton, (6) on purchases of machinery, mill stores and ooal, (c) on sales of cotton, (d) on 
sales of yarn and doth and (e) on insurance, advertisement or other activities ? Where 
the commiasionis on production does the agency agreement usually provide for a minimum 
commission irrespective of profits ? 

44. Is the association of managing agents with any other olasses or kinds of business 
common and, if so, do you consider it is in any way detrimental to the interests of the 
industry ? 

Section V 

Mill finance 

45. To what extent can the present depression in the industry be attributed to the 
over-capitalisation or the under-capitalization of the mills in the Bombay, Ahmedabad, 
and up-country centres ? 

46. To what extent can the present depression in the industry be attributed to exten¬ 
sions of mills and replacements of machinery undertaken when prices were at their 
highest ? 

47. Do you consider that there was an unduly liberal distribution of profits by mill6 
between 1917 and 1923 ? If so, please give figures in support of your view and state 
whether you consider that the present depression in the industry can to any extent be 
attributed to this cause. 



V 


48. Have you any criticisms u> offer of the way in whioh mills have obtained 
their capital, of the way in which it is divided between (a) ordinary shares, 
(6) preference shares, (e) debentures, (d) loans, (e) reserve fund and (f) depreciation 
and other funds ? 

49. Have you any oriticism to offer of the way in whioh mills obtain their working 
capital? To what extent is the system of obtaining this oapital by means of short term 
loans from the general public prevalent (a) in Bombay, (4 ) in Ahmedabad and (c) in 
up-country centres ? Do you consider this system a sound one ? 

60. How far is it the praotice of the mills to invest funds in allied oonoems? Do you 
oonsider this practice a sound one ? 

51. Do mills now experience greater difficulties in obtaining finance than in pre-war 
years ? If so, to whst extent has this contributed to the general depression in the 
industry ? 

52. Can you give any information as to the rate at which money is borrowed by the 
industry in India and in Japan ? 

Section VI. —Costs op Production 

(a) General 

63. What size do you consider a mill with both spindles and looms should be in order 
to ensure the most efficient and economical working ? Can you give au approximate 
estimate of the capital required in pre-war conditions and at the present time to establish 
such a mill la) in Bombay, (6) in Ahmedabad and (c) in up-country Centres ? Can you 
givo an idea of the approximate oost per spindle of establishing such a mill in 1914 
and 1926 respectively in India as compared with the United Kingdom and Japan ? 

54. Are mills generally (a) in Bombay, (6) Ahmedabad and (c) up-conntry centres of 
a . ize, type and lay-out conducive to economical working ? 

55. To what extent do you consider that the efficiency of Indian milk is hampered by 
the use of old. machinery ? 

56. Please give for any mill in regard to which you are in a position to give such 
information a statement in the form attached as Appendix A of the coats of production 
in pies per pound for one pound of grey yarn of 20s counts and for one pound of 
standard grey calendered long oloth. For purposes of comparison the figures should be 
given for 1913,1914, 1920,1924 and 1925 (if available). 

N.B .—The exact period covered, where this differs from the Calendar year, should be 
stated. The counts of warp and weft used for and the reed and pick of the standard long 
oloth should also be stated. 

57. In which of the elements making up the cost of production do you consider 
Indian mills are at a special disadvantage as compared with their competitors ? 

58. In whioh of the elements making up the cost of production are mills in Bombay 
at an advantage or disadvantage as oompared with mills in Ahmedabad and up-country 
oentres f 

69. To what extent, if any, arc the costs of production in Bombay as compared with 
those in Ahmedabad and up-country centres affected by the greater humidity of its 
olimate * To what extent does the provision of humidifierc add to or lower the cost 
of production ? 

(4) Raw material 

60. Please describe in detail the methods adopted by the mills in purchasing raw 
ootton (a) ip Bombay and (4) in the cotton districts. Please state how these differ from 
those adopted in Lancashire and Japan. 

61. How far do you oonsider that speculative purchases of (a) spot cotton and (4) 
cotton futures have contributed to the present depression in the industry ? Can you 
Buggest any method by which the element of speculation in such purchases could be 
reauoed ? 

62. It has been frequently stated that the prices at whioh ootton is purchased by 
Indian mills are often higher than the prices paid for ootton for export. Do you oonsider 
this statement oorreot ? If so, can you give any information as to the margin between 
the two prices ? Can you suggest any reason why there should be such a margin or any 
means by which it can be avoided ? 

63. To what extent can the present depression in the industry he attributed to the 
purchase of cotton at prices higher than those now prevailing T 
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(c) labour 

64. The Bombay Millowners’ Asssociation hold that “ the main factor which has 
contributed to the present increased oost of manufacture is the higher remuneration given 
to labour for a smaller unit of work as compared with pre-war years.” Do you 
aooept this view ? How far does it also apply to Ahme.dabad and up-oountry Centres ? 

65. Do you consider that there was an unduly liberal distribution of bonuses to 
operatives between 1918 and 1923 ? If so, please give figures in support of your view 
and state whether you consider that the. present depression in the industry can to any 
extent be attributed to this causo ? 

66. To what extent, if any, did (a) spinning and (6) weaving production suffer as a 
result of the reduction in the hours of labour in 1922 ? Please give comparative figures for 
20s yarn and standard grey calendered long doth before and after the reduction. 

67. Please state for any mill with which you are acquainted : 

(а) the number of spindles in the ring frames, the lift of spindle and number of ring 
spindles per competent spinner; 

(б) the number of looms per competent weaver; 

(e) the total operatives in the spinning department per 1,000 spindles up to and 
including reeling and the average counts spun; 

(d) the total operatives in the weaving department per 100 looms for grey and 
ooloured goods respectively. 

Pleaso explain in detail how you have arrived at your figures. 

68. Please give the rates of wages paid in the spinning and weaving department oi 
any mill with which you are acquainted with particulars of any ohanges in these since 
1914. 

69. Flease state the average spinner’s wage per pound of 20s yam and weaver’s wage 
per pound of standard grey calendered long cloth produced for any mill with which you 
are acquainted. 

70. To what extent do you consider the textile industry in India is hampered in 
comparison with its competitors by the inefficiency of Indian labour ? How does the 
efficiency of labour in Bombay compare with that in Ahmedabad and in up-eountrv 
centres ? 

71. What is the percentage of absenteeism («) in Bombay, ( b) in Ahmedabad and 
(c) in any up-oountry mill with which you are acquainted ? How far does the percentage 
of absenteeism vary from day to day in the week and how far ib the variation seasonal ? 
Is the percentage larger amongst female than amongst male operatives ? To what extent 
do you consider that absenteeism could he reduced by the grant of good attendance 
bonuses and other privileges ? Are such bonuses commonly granted ? 

72. How far does tho “ budli ” system affect the efficiency of labour f 

73. Can you furnish an estimate of the rate of labour turnover in the cotton textile 
industry (o) in Bombay, (6) in Ahmedabad and (c) in up-oountry centres ? 

74. How far are mills in Ahmedabad and in up-oountry centres at an advantage or 
disadvantage over those in Bombay in regard to the continuity of labour supply ? To 
what extent do you consider that continuity could be secured by the grant of long service 
bonuses and the institution of provident funds ? Are suoh bonuses and provident funds 
common ? 

75. To what extent do mills in Bombay, Ahmedabad and up-country centres house 
their labour and what return do they get on the capital invested in such housing ? Do 
you consider that improved housing conditions would result in any improvement in the 
efficiency of labour ? How far is it possible to Becure suoh conditions in Bombay and 
Ahmedabad ? 

76. What are the present facilities for technical education (a) for operatives, (6) 
for supervising staff ? To what extent is U3e made of these ? To what extent do you 
consider that the efficiency of lobour could he improved by increasing them ? 

77. Tho Bombay Millowners’ Association express the view that wages in the cotton 
textile industry arc higher than those generally prevalent in any other industry in India. 
Do you acoep| this view ? If so, please give facts in support of your opinion. 

78. Has there been any marked change in the standard of living of operatives since 
the war. 

79. Do you consider that there is any scope for a reduction in the labour costs in mills 
in India by the introduction of automatic looms or of other labour saving appliances ? 



Would any such reduotion be more than counterbalanced by additional expenditure 
in other directions ? 

80. Do you consider that there is any reasonable prospect of semiring a reduction 
in labour costs in the near future by training operatives to tend more spindles or looms ? 
Has there been any improvement in this respect in recent years ? 

81. Do you aooept the figures given in paragraph 129 of the Bombay Millowners' 
representation in regard to the saving in the cost of cloth as a result of working double 
shifts ? Can you furnish an estimate of the saving that would be secured by double 
shift working for any mill with which you are acquainted. 

82. Would it be possible or advisable to introduce double shift working in mills (a) 
in Bombay, (A) in Ahmedabad and (c) in up-country centres ? 

83. To what extent, if any, has legislation in recent years affected tho cost of pro¬ 
duction ? Please give full details under each head as far as possible. 

(d) Overhead chargee 

84. The Bombay Millowners’ Association in their representation have supplied full 
details of the local taxation imposed in Bombay. Please supply similar details for any 
up-coniltry centre with which you are acquainted. 

85. For what purposes is insurance effected by the Indian mills ? Do you consider 
the present position in regard to the amount of insurance and the methods of effecting 
it satisfactory ? 

80. What do you oonsider the correct percentage whioh should be allowed for 
depreciation and how should the depreciation fund be utilised ? Do you oonsider that 
depreciation should be reckoned aa a charge on cost of production or as a charge on 
profits 1 How far does the ordinary mill practice ooincide with your views on these 
points ? 

87. On what principle are the stocks of cotton, mill stores and manufactured goods 
held by Indian mills valued for purposes of balance sheets ? Is there an independent 
valuation or are the auditors content with certificates from the managing agents ? 

88. Is the audit of mill accounts a running audit or an annual one 1 

(e) Sales 

89. Please describe in detail the different systems adopted by the mills in selling 
their produots. Whioh system you oonsider preferable and why ? Can you give any 
figures in support of your views ? 

90. Is the system of sales on long credit prevalent ? What are your views regarding it ? 

91. Please give full details of the additions whioh have to be made at the present 
time to the prices of Indian and imported yarns and piece-goods ex mill and ex godown 
respectively to make up their cost to the consumer. How do these compare with those 
ruling in 1913 f Are they the same in all oases for Indian and imported goods ? 

92. Do dealers in pieoe-goods now experience greater difficulties in obtaining 
finance than in pre-war years ? If so, to what extent has this contributed to the present 
depression in the industry ? 

(/) Trnsport 

93. Please give as full particulars as you oan of the freights on cotton from India 
to the United Kingdom, Japan and Italy and on cotton from America, Egypt and Uganda 
.to the United Kingdom, Japan, Italy and India. 

94. Please give as full particulars as you oan of the freights on piece-goods from 
the United Kingdom. Italy and Japan to India. 

95. Can you give any instances of discrimination between Bombay, Ahmedabad 
and up-oountry centres in the rates of railway freight obarged for the carriage of raw 
cotton, yarn, piece-goods and mill stores inwards or outwards '! 

Section VII.— Suggestions as to rkmkdiai, measures 

(a) Suggestions put forward by the Bombay 
Millowners' A ssociation 

96. Are you in favour of the proposal that the customs duty on machinery and mill 
storeB should be abolished ? What difference in pies per pound of yam or cloth produced 
would this make to the cost of production of any mill with which you are acquainted ? 



vm 


97. What are your views on the proposal that the Company super tax should be 
abolished ? 

98. What are your views on the proposal that the town duty of Be. 1 per bale 
levied in Bombay should be abolished ? 

99. Can you suggest any improvements in the present railway facilities for the move¬ 
ment of cotton, yarn and piece-goods ? 

100. Do you consider that any case can be made out for a reduction in the present 
rates of railway freight oharged on ootton oonsumed by Indian mills and on pieoe-goods 
and yarn manufactured in India ? 

101. What are your views on the suggestion that the Government of India should 
negotiate with the steamship companies with a view to reducing the shipping freights 
from Bombay to Madras, Calcutta, Singapore, Basra, Zanzibar, Mombasa, I’ort Said, 
the Levant and all other export markets ? Can you give a comparative statement showing 
the present freights between Bombay and these ports and those which ruled before the 
war ? 

102. What are your views on the suggestion that tho Government of India should 
appoint Trade Commissioners to assist the export trade ? 

103. Can you suggest any other measures by which (a) those overseas markets for 
Indian yarn which have been lost oould be recovered, ( b ) the present overseas markets 
for Indian yarn and pieoe-goods could be extended and (c) now markets could be 
opened ? 

104. The Bombay Millowners' Association have suggested the imposition of an addi¬ 
tional duty of at least 13 percent, on yarn and pieoe-goods imported from foreign 
countries which oompeto unfairly with India. Are you in favour of the imposition of 
such a duty (a) on imports from Japan alone, (b) on all imports, (c) on yarn of oertain 
counts and on doth of oertain qualities ? If the last, please state the oounts and 
qualities on which you consider the duty should be imposed. 

106. If you are in favour of such a duty, do you consider that it should be imposed 
as a temporary or a permanent measure i 

106.- Do you consider that the imposition of the proposed protective duty 
would result in a temporary or permanent increase in the price of all yarn or doth 
or only of the yarn and cloth on which the duty was imposed ? In either case, to what 
extent would the increased prioe affect the cost of living of the middlo and lower 
classes ? 

107- Do you consider, on the other hand, that the result of the imposition of the 
proposed additional duty would merely be such increase in sales as might result from 
the displacement of imported yarn and doth '! 

108. Do you consider that the internal competition between Indian mills would 
operate to restrict the increase in tho price of yarn and cloth throughout the whole of 
India or only in local areas ? 

109. Do you consider that an increased import duty should be levied even if it increases 
the prices of yarn and cloth to consumers ? 

110. Do you aooept tho view of the Bombay Millowners’ Association that the raising 
of the import duties to 11 percent, did not raise the price of cloth or check its consump¬ 
tion ? If so, please give figures in support of your viewe. 

111. Do you consider that an increase in the duty on imported yarn and doth would 
act as a restriction on the consumption of yarn and doth ? If so, do you consider that 
this would be in the best interests of the mill industry in view of the fact that the figures 
in paragraph 121 of the representation of the Bombay Millowners’ Association show that 
exclusive of the production of hand looms the cloth available for consumption in 
India in 1924-25 was still 638 million yards below the figures for 1913-14 in spite of 
the increase in population in the interim ? 

112. To what extent, if any, do you consider that the increase in the duty on imported 
yarn and doth would, by diverting yarn and doth from India, unfavourably affect the 
position of Indian yarn and doth in overseas markets T 

113. What do you consider would be the effect on the hand loom industry of the 
increase in the duty on imported yarn from 6 to 18 per cent. ? In this connection, your 
special attention is drawn to the views expressed in paragraph 116 of the Fiscal 
Commission's Report. 
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114. The Bombay Millowners’ Association have asked for the adoption of a soientiflo 
tariS by which presumably is meant the adoption of specific duties on yarn and doth in 
lieu of ad valorem duties. What are your views on this suggestion and how would you 
propose that suoh a tariff should be framed (a) to maintain the protection given 
at its present level, (4) to aohieve the objects desired by the Bombay Millowners’ 
Association ? _ 

114A. With reference to question 114 of the Board’s original Questionnaire the follow¬ 
ing soheme for recasting Article 103 of the present Tariff Schedules has been submitted 
for the consideration of the Board. Please state your views in regard to it. Can you 
suggest a scheme for basing the valuation on weight per square yard an* number of threads 
in a square one inch side V 


Serial 

No. 

Name of Articles 

Per 

Tariff valuation 

Duty 





Per cent. 

103 

Cotton Piece-goods, excluding the 
descriptions given below; 

.... 

Ad valorem 

ii 


Grey plain — 

Madapollams .. 

Square yard .. 

Be. a. p, 

0 1 0 

11 



•Vo. 

12 0 

11 


Mulls 

Square yard .. 

0 2 11 

ii 


Jftoonots, Shirtings, Sheetings, T. 
Cloths .. 

•lb. 

Square yard 

1 10 0 

0 18 

n 

ii 



•lb. 

13 0 

ii 


White plain— 

Shirtings, Mulls, Nainsooks, 
Jaconets 

Square yard .. 

0 6 0 

u 


Coloured woven and dyed— 
Shirtings, Mulla, Jaconets, 

Madapoilama, froru the United 
Kingdom 

»» • • 

0 4 6 

11 


no. do. from Japan. 

»r 

0 3 8 

11 







Cambric*, Flannels, Flannel- 
lettefl, Uoongies, Sarongs, from 
Japan 

.. 

0 7 0 

11 


Do. do. from other 

countries 

tf - - 

0 9 8 

-a 


Printed— 

Saries, Scarves, Chintz, Choo- 
neries, Chaoras, Cambrics, 
Splits, Twills, Muslins, Spots, 
Stripes, Jeans 

»l • • 

' 

0 7 0 

n 


Tape-bordered Chadars and Scarves, 
all kinds .. 


0 8 7 

li 


Drills and Jeans, all kinds except 
Printed Drills and Printed 
Jeans, from Japan .. 

»» 

0 6 7 

n 


Twills all kinds, of any width from 
30* to 35* except Printed Twills— 
From United Kingdom 


0 7 10 

ii 


Fiom other countries ,. 

»» • * 

0 6 5 

11 


Bordered Dhutis, Saris, Scarves, 
Chadars (except Printed 

Saris and Scarves and tape- 
bordered Scarves and Chadars), 
Dukries, Tikria and Jaconets, 
all kinds .. 

■ 

»» • • 

0 4 6 

11 


* The tariff valuation per lb. is suggested as a possible alternative to the valuation per square yard- 
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115. The Bombay Millowners have asked for additional protection beyond 13 per oent. 
to enable mills to make the necessary allowances for depreciation to plant and machinery. 
Do you support this proposal t If so, what additional protection do you consider would 
be required 7 

(6) Other suggestions 

118. Are you in favour of an export duty on cotton ? If so, at what figure would 
you plaoe it ? To what extent do you aonsider such a duty would affect (a) the inoome 
of cotton growers, (6) the area under ootton, (c) the price of cotton in India and 
(d) the prioe of Iri&ian cotton in overseas markets 7 

117. To what extent, if any, do you oonsider that the imposition of a duty on ootton 
at the rate you suggest would result in the replacement of Indian cotton in overseas 
markets by Amerioan or other ootton ? 

118. Can you suggest any improvements in the banking facilities at present available 
to the industry 7 

119. Do you oonsider that the position of the industry could be improved by better 
organisation of the millowners, i.e., by greater co-operation between the mills in suoh 
matters as the purchase of cotton, machinery and mill stores, the state of the finished 
products, the standardisation of lines and prices or by any other combined aotion 7 

120. How far would progress in spinning finer counts, i.e., counts above 30s in India 
affect the condition of the industry 7 

121. Do you oonsider that it would benefit the mill industry if different mills were 
to specialise to a greater extent than at present on certain oounts of yarn or on certain 
types of cloth ? Are mills at present equipped for specialisation 7 

122. Do you consider that the mill industry as a whole would benefit by extending 
its range of production and that, e.g., the Bombay mill industry would benefit if it were 
to pay greater attention to the requirement of the Calcutta market ? 

123. Do you oonsider that greater attention should be paid by the Indian mills to 
bleached, dyed and printed goods, to the utilisation of waste and to subsidiary branches 
of production suoh as hosiery ? 

124. Do you consider that the full effect of tho remission of the exoise duty has yet 
been felt ? 

125. If there are any causes which, in your opinion, contribute to the depression in 
the industry other than those mentioned above, please state them with suggestions as 
to possible remedies. 

120. Can you suggest any methods of assisting the industry other than those which 
have been referred to in the above questions ? 

Special questions for the Bombay Millowners’ Association 

1. In paragraph 130 of their representation, the Association have asked for the 
adoption of “ a scientific tariff ” so that the goods whioh Indian mills can manufacture 
and aupply to India shall not be open to unfair competition from foreign competitors. 
Please explain exactly what is meant by a scientific tariff and how the Association oonsider 
it should be framed to achieve the object they have in view. 

2. In paragraph 131 of their report, tho Association ask for protection in addition 
to the 13 per oent. proposed in that paragraph to enable mills to make the neoessary 
allowances for depreciation to plant and machinery. What additional duty do the 
Association oonsider should be imposed for this purpose 7 

3. Please give an account of the working of the Millowners’ Association Mutual 
Insurance Fund for workmen’s compensation and state whether the Millowners’ Associa¬ 
tion has under contemplation any similar soheme for fire and other insurances. 


















'Vitness No. 58 


Sir N. N. WADIA, K.B.E., C.I.E. 

Written Statement dated Bombay, the 27th August, 1926 

With reference to the evidence given by the Mill-owners Association, you will remember 
that on the question of an export duty on ootton, all members of the deputation who 
gave evidence before the Tariff Board were left to express their own views as per Mill- 
owners Association’s representation. I therefore desire to place on record my views 
before I leave India for England to-morrow. 

If it had not been for the present oxchange policy of the Government of India, and the 
far greater harm done by it to the cultivators of cotton than any export duty on cotton 
could possibly infli ct,, I am of opinion that an export duty on cotton to the extent of as 
much as 10 percent., the same as is levied in China on the export of cotton from there, 
would have been a most practical solution of the difficulty of competition which our 
industry has to face. If such a heavy duty on the export of cotton is levied, then I 
think the local industry can very well face the competition of Japan in overseas markets 
for our export trade. It is rather an anomolous position that Japan should be able to 
buy cotton in India, export it to Japan, and with the doth manufactured from that 
cotton,beabletocompetewithusinlndianaswellasforeignmarkets. As the Association 
maintains, on the present basis of Rs. 320 for Oomra, the ootton cultivators are getting 
about Rs. 40 per candy less than they would have received if the exchange had been 
la. id. for the simple reason that ootton being an international commodity, its price in 
the markets of the world is based on the gold value of the crop, and it is of course 
chiefly regulated by the price of American cotton. 

If it had not been for this fact, I am certainly of opinion that an export duty on ootton 
would be the best method of protecting the local industry, specially as it would leave no 
difficulties in the way of the Government of India protecting us against foreign countries. 

If such a duty is feasible in the opinion of your Board, then I would rocommend that 
the proceeds of such a duty should be utilised entirely for the benefit of the cultivators 
of cotton as mentioned in answer to Question No. 116 of our Association. 
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Witness No. 59 

Sir PUHSHOTAMDAS THAKURDAS, Kt„ C.I.E., M.B.E. 

Written Statement dated 30th September, 1926 
Seotion I 
General 

1. Bombay being a sea-port, is exposed to the full blast of world-oompotition, and so 
the depression in the cotton textile industry is being felt in the most acute form in Bombay. 
But it extends further to interior markets, including Ahmedabad. While all mills in 
the same centre do not suffer from depression to exactly the same extent, it must bo made 
dear that the effects of general trade depression are felt by all the mills. While a mill 
which has slender resources may not be able to withstand world-competition, but may 
go to the wall, a mill with powerful resources or strong reserves at its back may bo able 
to stand the strain, but not without sacrificing its reserves or its resources. In the first 
case the adverse effects are patent to all, but in the latter case the harmful results of a 
period of depression may not be so easily obvious. 

2. The depression while primarily due to the operation of world faotors, is accentuated 
by factors special to India, and aggravated by faotors special to Bombay. In the former 
category I would cite the unsatisfactory management of Indian ourrenoy, and in the 
latter, the high looal taxation which is now being felt as oppressive. 

3. In so far as the depression is due to world faotors it is extremely difficult to say 
how long these world factors will continue to operate, to the detriment of the Indian 
industry. It is, however, not impossible that the world factors will continue to depress 
this industry for at least the next four to five years. 

Among the faotors special to India, the mismanagement of the Indian currenoy may 
be said to be a temporary factor, but its injurious effects may be of a more lasting nature 
and extend so far ahead as we may care to look at present. The polioy of drastic deflation 
resorted to by the Government of India has been diroctly responsible for crippling the 
credit resources of many an industrial concern. The forcing up of Indian exchange to 
Is. 6 d. has given a handicap to the industry of 12 J per oent. And this handicap is likely 
to continue so long as full adjustment of prices, wages, transport, etc., has not taken 
place to the higher rate. No one can say how long it would take for an adjustment to 
take place. Assuming that It would take some ten years for such an adjustment, it is not 
improbable that the harm done to the Indian industry would last for a further docado. 
For all practical purposes therefore the handicap, due to the special Indian factors, to the 
Indian industry may continue for this generation. 

The same may be said of the Bombay factors (&<?., local taxation), some of which have 
been rendered necessary by the costly and risky schemes into whioh the Presidency has 
embarked. The Meston Settlement also by depriving Bombay of its growing and natural 
sources of revenue has rendered necessary increased local taxation. It does not seem 
likely that Bombay will get any relief from these souraeB for another five years. 

4. Yes. Few mills can subsist on their own resources for ever, even on a margin 
which keeps them hovering between life and death. 

6. A further fall in the price of raw cotton would confer no benefit on the industry 
if it were accompanied by an equal fall in the price of yam and piece-goods. As a rule 
a fall in the price of cotton is always accompanied by a corresponding drop in the price 
of manufactured goods, and this is likely to continue so long as the manufacturing costs 
in this country and competing countries are not altered relatively. 

Again a further decline in the price of raw cotton would mean a substantial deoreaso 
in the purchasing power of the ryot, a decrease whioh would nearly remove any advantage 
which might be conferred on the Indian industry by a fall in the price of raw cotton. 

7. Only to a small extent. Lack of confidence in the present level of prioes is due in 
no small measure to the continued depression in the markets accentuated by the defla¬ 
tionist polioy of the Government. It is therefore more the effect than the cause of the 
depression. 

8. To a certain extent. The discrepancy referred to in the question is caused by the 
increased cost of wages, and by the operation of the artificial exchange of Is. M, to the 
rupee being sought to be foroed on India. It is hardly possible to reduce wages without 
grave conflict between labour and capital. Even in Lancashire, I understand, this handi¬ 
cap is felt acutely, and is reflected in the increased eost of transport, manufacture, 
finishing, packing apd distributing, 
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9. There has been a large fall in the purchasing power of the ryot. The world market 
offers a lower price for his produce, but the rupee price realised by the grower is ourtailed 
by a further 12£ per oent. by the raising and persistence in maintaining the higher level 
of Indian exchange. These factors, according to my information, made agriculture 
barely remunerative last season and the reduotion of his consumption of cloth by the 
Indian ryot need not be surprising. 

10. The extent to which consumption of cloth can be reduced in order to satisfy the 
alleged desire to hoard gold and silver is small, after all. And so this cannot be regarded 
as a material factor of the depression. 

I would also like to point out that too much is made of the reoent imports of gold and 
silver in this connection. The fact is that India was starved of her requirements of the 
precious metals during the war years, and is trying to make up that deficiency now as 
the following figures show 

Appendices to the Report of the Royal Commission on Indian Currency and Finance 


Appendix II—P. 25 




Imports of gold 
on private 
aooount 

Imports of silver 
on private 
account 



Average of five pre-war years ending 1913-14 

In lakhs of 
28,82 

rupees 

7,22 

Years 

1914-15 

8,45 

4,90 

10,01 


1916-16 

5,58 


1016-17 

4,20 

- 2,16 


1917-18 

21,46 

1,46 


1918-19 

2 

6 


1919-20 

10,97 

- 15 


1920-21 

- 8,88 

7,59 


1921-22 

- 2,79 

14,95 


1922-23 

41,18 

18,17 


1923-24 

29,19 

18,38 


1924-25 

73,78 

20,06 

Average for 11 years ending 1924-25 .. 

*16,69 

7,63 


* It imports of gold on Government aooount are taken into acoount, the average annual 
import of gold during those eloven years works out to about 20'1 crores. 


11. I should like to know in the first place what sort of organisation is meant in the 
question. 

If an all-India organization is implied, it must be said at once that this is hardly 
feasible owing to the conflict of interests. The textile industry in Cawnpore and Madras 
is in the hands of Europeans. I am not aware of their having taken part even in the 
agitation against such an obviously unjust impost as the Excise Duty on doth, although 
they share in full the benefit due to the abolition of the duty. It is not right at the 
moment, therefore, to expect an all-India organization to function. 

The activities of an organization confined to Bombay or Ahmedabad have their obvious 
limitations. For example, they cannot decide on short time, like the Jute mills of Calcutta, 
as cotton is not a monopoly of this country. Nor is it possible to expect them to resort 
to standardisation or specialization of particular types of doth by particular groups 
of mills, as the mills are not so equipped. Nor is it possible to expeot the mills to buy 
their requirements of machinery, etc., jointly through tfieir Association, as the agents 
of several mill s are themselves commission agents who import their requirements from 
Europe and America direct. 

The only direction in which an Association of millowners can be of more practical help 
is in keeping a better watch on production and distribution both in India and abroad, 
of their competitors. For example, they could send representatives to Japan, and 
study conditions there first hand, or to East Africa and study the growing market there. 
They oould also keep a better watch on their competitors’ activities in this country. 
The millowners should have been able to answer your questions 30-52. They should 
also be in constant touch with facts as those required by the Tariff Board in their 
questions 84-101. 

y 422—lq 
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While, therefore, there are directions in which the organisation of the mtllowners can 
be improved, it cannot be maintained that a deficiency of organization is a material cause 
of the present depression. 

Section II 

Nature and extent of competition between imported goods and those of Indian 
manufacture 

I am not competent, to deal with most of the questions in this 3eotion. Only mill 
owners and agents and merchants engaged in the import of piece-goods can, I believe, 
answer a majority of the questions. 

27. This has been partly answered under question 3. 

It has already been shown to the Tariff Board by previous witnesses that the heights 
to which the rupee-sterling exchange soared after the war, led to an abnormal import of 
piece-goods into India. These accumulating stocks have ever since aoted as a drug on 
the market, and continue to act as a depressing factor to the Indian industry. 

If now the rupee is stabilised at Is. 8 d. it would mean continued depression in the 
textile industry, as tho Is. 6 d. rate oan hardly be maintained without curtailing the 
currenoy and therefore oredit resources of the industry. The artificial screwing up of 
the exchange acts during the period of non-adjustment, with double pressure against the 
industry, inasmuch as it confers an advantage of 12J per cent, on the foreign oompetitor, 
and at the same time reduces the purchasing power of the producer to the same extent. 
Even countries like the United States of America, England, Holland, Switzerland and 
Spain have not sought or even dreamt of foroing its unit of currency to a higher level, 
in terms of gold, than that which obtained before the war. 

When they speak of fluctuations of exchange, economists refer to the effects of a 
rise or fall, as only temporary. They say that the raising of the rupee would hurt Indian 
industry only during the period of adjustment. But the question of supreme practical 
importance to my mind is the length of the period of adjustment. It is not improbable 
that during the so-called period of adjustment, the Indian industry would lose its channels 
of trade, both at home and abroad, and give up its position of advantage to competing 
countries, who would during the period of stress and strain for the Indian industry, 
entrench themselves firmly on tho ground lost by the Indian industry, so much so that the 
Indian industry would find it practically impossible to dislodge its competitors from their 
position, even after tho adjustment of Indian conditions to the new rate of exchange 
had taken place. It is in view of theso considerations that I emphatically assert that 
the effect of raising the Indian exchange to Is. (id. would be praotically permanent—would 
last at least so long as we might reasonably look forward to-day. 

30. In countries like England whore the credit organisation is more porfect, and like 
Japan where the Government is extremely keen to develop their export trade in manu¬ 
factured goods, it is but natural that better facilities in the matter of credit are enjoyed 
by the exporting houses. 

Tho importing houses for piece goods into India are also especially well-looked after 
by the exohange hanks, and so can be said to be enjoying special credit facilities- 

Section IV 

Mill management 

40. Yes. In a period of depression there is a growing tendency’ to exaggerate the 
stories of mismanagement and inefficiency. Whilst rigid economy is practised by the 
mills generally, and in fact is being forced upon them by the time.-, the charge of 
extravagance is hound to be levelled against the management, by disgruntled share¬ 
holders and others, till better times return. While newspaper critics have not been slow 
to throw mud at mill-management, the published evidence before the Tariff Board does 
not seem to have revealed many cases of extravagance and inefficiency. 

41. The managing agency system is the system most suited to Indian conditions at 
present. Whilst perfection is not olaimed for it, it is no use condemning a system, to 
which Indian industry owes its origin and growth, upless a more workable arrangement 
can be proposed. 

It is well known that banks at present are unwilling to advance moneys on the security 
of the assets of a limited concern, unless the same is backed by the personal seenrity of 
the Agents themselves. As no practical banker at present would be prepared to make 
a departure from this practice, it is no use proposing an alternative system, unless the 
whole organisation of commercial and banking credit in India is changed. 
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The fact that the managing agency is hereditary has been subjected to much oritioism. 
While the hereditary principle has its limitations and disadvantages, it has compensating 
advantages which appear to have been overlooked. I would refer the Tariff Board to 
enormous sacrifices made by mill agents—sacrifices not only of their commission, but also 
of their private wealth to a degree which would never be possible under a system of paid 
managing directors. Without attempting to make any invidious distinctions, I would 
only refer to two examples which occur to me at the moment, viz., the sacrifices made by 
the Tatas for their oil mills and the Steel Company, and by the Currimbhoys for the 
KastoorohaDd mills. It is the hope and the trust that the benefits of the managing 
agenoy will continue to accrue to themselves and their successors from generation to 
generation, which induce mill-agents to make enormous sacrifices at critical junctures 
for their industrial oonoerns. Once the hereditary principle is taken away, no firm of 
managing agents will come forward to stake its all—its reputation and its private wealth 
for the benefit of the limited ooneerns under its charge. 

42. For the great majority of Bombay mills, the system of remuneration is by 
commission on profits. While this system is preferable, it may be of interest to refer 
to the fact that centres in India which flatter themselves on having a better system of 
payment to agents, arc reverting to the system of commission on production, which is 
the same thing as commission on sales. 

43. Some mills do receive an allowance for office expenses. This is generally a 
moderate figure. 

I am not aware of mill-agents oharging a commission on purchases of cotton or coal or 
advertisements. 

In the case of machinery and mill-stores, some mill agents themselves are agents for 
stores, etc., and import them direct from England, Europe or the United States of 
America. In such cases they charge a commission. 

Mills seldom sell cotton, and mill-agents are not known to charge any commission on 
sale of cotton. A few mill-agents do charge a commission on sales of yarn and cloth. 
But in such cases they act as guarantee brokers. In such instances the service and the 
stake are well worth a commission. 

A few mill agents are also agents of insurance companies, and earn an agency commis¬ 
sion from the insurance companies they represent. 

44. Many of the leading firms of mill-agents are associated with other kinds of business. 
It all depends upon the standing, organisation, and resources of each firm, whether such 
association is to the advantage of the industry or not. 

45. Instances of over-capitalisation are so few that the present depression can hardly 
be attributed to it. Nor can under-capitalisation be held responsible for the present 
period of depression. 

46. In many cases orders were contemplated for extensions of mills or replacement of 
old machinery during the boom period. But for one reason or another, the machinery 
thus ordered did not arrive during the boom period, but during the period of fast falling 
prices sinoe 1020. The mills, therefore, missed the top of the market for the benefit of 
such machinery. As, however, prices have gone down since new machinery was received, 
it would be correct to say that to a small extent at least the depression in the textile 
industry can be attributed to this factor. 

47. Except in a few instances the distribution of dividends was not unduly liberal, 
large amounts being carried to reserves also, and so the oxtent to which the shareholders 
shared in the profits by way of dividends cannot be considered a cause of the present 
depression. 

48. No. 

49. The system of finding working capital by means of short time loans is general 
in Bombay and Ahtnedabad. For normal times this has much to recommend it, as the 
mills can find extra capital for storing cotton, etc., during the season just when they 
need it. 

But in a period of difficulty these loans are a source of weakness, inasmuoh as the 
depositors are the first to withdraw their advances on rumours of difficult times. 

50. As a rule the mills do not invest funds in allied concerns. The practice, where it 
exists, in rare cases, cannot be considered a sound one for obvious reasons. 

51. Yes ; This is natural in a period of depression and it at the same time adds to the 
depression. A currency policy manipulated with a view to reduction of prices and used 
as a lever for this purpose cannot but have such an effect. 
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62. The rate of interest in India, as everywhere, would depend upon the credit of the 
borrower, and would vary from 6 per cent, to 1 to 2 per cent, over bank rate, depending 
upon the status of the borrower. Industrial finance has often to be borrowed during the 
busy season by some concerns at rates of interest as high as 12 per cent. 

I understand that in Japan also the rate of interest varies from 6 per oent. to 9 per cent. 
But the Japanese industry has this pull on the Indian industry, viz. , that it gets the money 
when it wants it, and the banks there do not believe in forced sales or in demanding 
immediate repayment of money as soon as a concern is found to be in difficulties. This 
broad minded attitude can help industrial concerns to tide over a period of difficulty and 
would not at least precipitate the collapse of an industrial concern. I understand that 
Japanese Banks allow credit to their customers, as soon as they report purohascs of kapas 
or cotton or stocks of piece-goods in the remotest corner of countries where they may be 
trading. It is this facility whioh is of substantial advantage, in the last resort to the 
Japanese spiffing industry. 

Suction VI 
Cost of Production 
(6) Raw Material 

60. The Bombay mills purchase their requirements from the looal spot market and 
also in the interior markets. As a rule mills which have ample resorves or resources at 
their back prefer to purchase a part of their needs in the up-country season, and store 
them; while mills which have slender resources confine their purchaBo to the spot market 
here and have to satisfy themselves with suoh quality as may be available. 

The local spot market is well organized, and the system of buying enables the mills 
to see and examine carefully what they are buying. 

In up-country centres, they have to depend upon their agents or representatives, and 
conform to the custom of the centre at which the purchases are affected. They vary 
from contre to centre. 

In Lancashire and Japan the mills have naturally to coniine their purchases to 
spot or forward purchases based on samples, or types or standards. The Japanese mills 
appear to be in the habit of buying largo quantities at a time from 3 or 4 Japanese firms, 
who aot as their cotton buying agents, and who have their branohes all over India. 

Hedging. —The Bombay market offers largo hedging facilities to the mills, and although 
mills have begun to mako use of them, it must be said that these facilities are not utilised 
by them to the full extent possible. In Lancashire the system is resorted to by the Mills 
to a greater extent, so as to minimise the risk of fluctuations in the cotton market. In 
Japan the mills have further facilities of hedging in the sampin (yarn) market. 

Regarding the complaints of the millowners that the existence of five hedge-contracts 
in Bombay is a handicap to them on the ground that each contract is liable to be squeezod, 
I would refer to the replies given by the East India Cotton Association, Limited. One 
point, however, I would like to emphasise. The Bombay mills can utilise to a greater 
extent the system of buying cotton “ on call ” by which they can secure the exact grade 
and staple they require at a fixed difference from the hedge contract. In the cotton 
market the risk is two-fold:— 

(1) Fluctuation of the prioe level of cotton, e.g., futures or Broach—against which 
the hedge contracts would be effective. 

(2) Fluctuation of the “ basis ”, i.e., the difference in the price of the particular 
grade or staple of cotton required by the mills—from the standard price—or 
the hedge contract prioe. 

When a particular grade of cotton gets scarce, it is squeezed up in price to suoh an 
extent, that the mill which has purchased hedge contracts against it, is unable to secure 
that particular growth except at a very much enhanced price. To prevent such a 
contingency mills can buy cotton “ on call ”, i.e., fix the difference between the hedge 
contract and the special growth they require at a time when they consider the difference 
fairly reasonable. For example, a mill which wants Navsari cotton, can today buy this 
contract at say Rs. 70 “on” for Broach/April/May. It can secure cotton at this 
premium even if during the season or later on, the premium has gone up to Rs. 100. Of 
course the mill can fix its own price for the cotton by buying up, e.g., Broaoh contract 
to-day at say Rs. 300. 

The same purpose can also be secured by the mills if they bought “ delivery contracts ” 
for forward delivery against their requirements. These contracts can enable the mills 
to buy the grade and the staple of the cotton they require, and the price can always be 
fixed ahead. I am of opinion that Japanese exporters resort to this facility far more 
freely than the Indian mills. 
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01. I do not think any speculative purchases of spot cotton or cotton futures baVO 
contributed to the depression. With a few notorious exceptions, mill agentB are not 
known to speculate in cotton. 

There is, of course, an element of speculative risk in the textile industry inasmuch 
as it is impossible for mills to buy cotton and sell cloth simultaneously. This element of 
speculation can be minimised by greater resort to the hedging facilities offered by the 
cotton market, and to the system of buying cotton “ on call ” referred to above. 

62. The suggestion that the price at which cotton is purchased by Indian mills in 
higher than the price paid for cotton for export requires explanation. I wonder whether 
anybody has seriously come forward to substantiate it. 

63. None at all. 

(e) Sales 

92. The deflationist policy of the Government is probably the direct cause of the 
falling prices, and losses sustained by the dealers in piece-goods. These have curtailed 
their credit, and their holding power, and so the burden of carrying large stocks has 
passed on to the manufacturers. This has no doubt accentuated the depression. 

Section VII 

Suggestions as to remedial measures 
(a) Suggestions put forward by the Bombay Millowners’ Association 

96. If the Tariff Board decides that the textile industry needs protection, it can be 
given directly. Exemption of machinery and mill-stores from certain duties would 
hardly afford any appreciable protection, but Burely cause complications in other 
directions whioh might not be worth while. 

I am not competent to answer the second part of the question. 

98. The Town Duty should be abolished as early as foasible. Tho principle on which 
the Town Duty was imposed is absolutely indefensible and must bo unequivocally 
condemned in the interests of the cotton grower and tho City of Bombay, as is now 
being perceived even by the local Government. Tho question of abolition of the 
duty is one of Provincial Finance, and 1 wonder whether the Tariff Board wish to go 
into it. 

Primarily the benefit of its abolition would accrue to tho cotton grower. The mill 
industry may also gain by the abolition of the Town Duty. Already handling charges in 
Bombay are so high, that a part of the trade is being direoted to competing ports like 
Karachi and Tutioorin. If the Town Duty were abolished more cotton would find its 
way to Bombay, and so afford the mills a wider range of selection. 

99. A general reduction in freight would no doubt help tho industry. 

100. This is hardly a feasible proposition. I am against discrimination in the matter 
of railway freights as it is bound to lead to enormous complications. 

101. I am in favour of the suggestion. Particularly where the steamship line is a 
monopoly of one particular company, and where that oompany is supported by tho 
Government mail contract, it is the duty of the Government to negotiate with 
such a company and obtain tho best possible facilities and concessions for Indian 
industries. 

102. Wherever there is a reasonable outlet for Indian goods, the Government should 
appoint Trade Commissioners to assist Indian trade and industries. These trade 
Commissioners can be attached to the British Embassy at small additional expense and 
should be Indians. 

103. This is the kind of question which the Trade Commissioners should attend to. 
Something might be done by the millowners themaelves by concerted action, e.g., by 
sending representatives to foreign markets. 

106. No doubt the imposition of a protective duty would result in a temporary 
increase in the price of yarn and doth. Owing to the fact that one kind of cloth can bo 
substituted for another, the rise of price would affect all yam and cloth. I believe that 
the rise in price would be temporary, because ultimately the intornal competition of 
the Indian mills, and increasing efficiency resulting therefrom, would lower costs of 
production and selling prioes. To a certain extent this rise of price would increase tho 
cost of buying of the middle and lower classes but the increase in the cost of living 
would not be large enough to cause material hardship to the consumers. 

107. The displacement of foreign yarn and cloth would not be possible without a 
rise in the price to the Indian consumer. 
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108. Yes : Throughout the country. 

109. This again is a question for the Tariff Board to consider and decide. No doubt 
they would be guided by the principle of balance of advantages. No country can impose 
protection on imports without entailing some sacrifice on the part of the consumer. But 
the immediate and temporary sacrifice is willingly made in order to support a national 
industry even in a country like the United States of America, because the advantages 
of an indigenous industry are manifold and far-reaching. If, therefore, it is proved that 
the Indian industry needs protection, to compete against countries which have peculiar 
advantages like a depreciated exchange or sweated labour—then protection should be 
granted, even if it entails some sacrifice on the part of the consumer. It must also not be 
overlooked that no man is out and out a consumer or a produoer, and what a man may 
have to sacrifice in his aspect of a consumer, he may regain in his role as a producer. 
It is common knowledge that the prosperity accruing to an industry like the mill 
industry would bo diffused far and wide. 

110,111. The millownors have given the figures showing the consumption of cloth 
since the imposition of an import duty of 11 per cent, on it. 

However so many factors enter into the consumption of an article and its price, that 
it is impossible to isolate one cause, and trace its separate effects. 

112. It is generally reoognisod that if the home market is assured to an industry, it 
can strengthen its position so much as to look after the export markets, much better 
(e.g., Germany, Japan and the United States of America). 

115. 1 support the proposal in principle. In estimating the protection necessary for 
the steel industry, the Tariff Board have taken into account the amount necessary for 
depreciation. 

(6) Other suggestions 

116. I strongly object to an export duty on cotton as such a duty would entirely 
come out of the pocket of the Indian cotton grower, and so reduce his income, and 
ultimately affect the area under cotton, it would also reduce the price of the entire 
ootton crop in India, while it would not affect the price of Indian cotton in over-seas 
markets, es this price would be regulated by the price of American cotton. 

118. Banking facilities available to the industry will automatically increase as soon 
as the industry is placed on a sounder footing by a policy of protection or any other 
means. 

Increased facilities would also follow automatically if Government were to give up 
their policy of rigging up the exchange by a policy of deflation. 

In a normal money market it may be possible to introduce a system of negotiable 
ware-house receipts on which banks might be willing to advance up to 90 per cent, of 
the market price of the goods, at say 1 to 2 per cent, over bank rate. 

119. Please see reply to Question 11. 

124. The effects must havo been felt, hut the beneficial effectR have been more than 
set off by the increasing intensity of foreign competition, and other depressing 
factors. 



9 


Witness No. 59 

SIR PURSHOTAMDAS THAKURDAS, Kt„ C.I.E., M.B.E. 

Oral Evidence recorded at Bombay on 20th October, 1926 

Section 1 
Oeneral 

President .—1 notice that you are almost the first witness who has come before us. 
Sir Purshotamdas, who attributes the depression in tiie cotton textile industry in India 
primarily to the operation of world factors. 

A. I have not followed the evidence of gentlemen who came before me but if it is as 
you say, I am quite prepared to explain what I had in mind when I said that. 

Q. We should be very glad if you enlarged on that point. 

A. By world factors, I mean that the demand for manufactured articles in the world 
since the armistice has been going down and India must share that, depression due to this 
circumstance in common with the rest of the world. During the war period these were 
expanded without any consideration of the ordinary requirements of the world and the 
result is only natural. I suppose this must have happened in the past when wars— 
perhaps not as big as the present one—took place and in due proportion. That is what I 
particularly had in mind when stating that the depression was due to world factors. 
Then the fact of Russia being more or less outside the reach of the civilised world 
for so many years, the currencies of Prance, Germany, Belgium having been depreciated, 
all these must in one respect or another contribute to the common depression whieh we 
see developing since 1920-21. 

Q. There is another factor to which, 1 am inolined to think insufficient attention 
has been paid and that is the Chinese trouble, Would you agree with those who think 
that had it not been for that, the Japanese would have paid far less attention to the Indian 
market within the last few years than they have done ? 

A. I would not agree with them without further information. My impression is that 
Japan wishes to expand as rapidly as possible and even though things had been normal 
in China, I feel that Japan might have gone on adding to her machinery because Japan 
is really, and, justifiably from her point of view, aiming at the first place in these 
matters. I do not know to what extent China can be said to be a live factor in this. I 
agree that it should be mentioned but T am not prepared to say that it has the same 
importance as these other factors which I have mentioned. 

Q. An argument put before us has been that if the depression in India were primarily 
due to world factors, those would have affected Japan equally, but that that does not 
appear to he the case. 

A. Has it not been the case ? Has not Japan passed through a crisis herself ? What 
has happened is that Japan was able to pay more attention to the crisis which had its 
own limitations owing to the Government policy of what may be called paternal care 
for the nation. Here it has been quite the reverse, if I may say so. Japan I think 
started with a depression earlier than Indin. I know that the depression in Japan was 
so bad that a few of the Japanese firms working here had to close down. 

Q. Your view is that the depression in Japan came earlier and lasted a very much 
shorter time than it has done in India i 

A. Yes and the Japanese Government took very stringent measures to check that 
depression. I do not remember the year. 

Mr. Subba Kao .—The beginning of 1920 or the end of 1919. 

A. I am not clear about the year. I think it is 1922 or 1923. 

Q. Which depression are you thinking of ? 

A. I am uot thinking of the earthquake. That was a freak of Nature. I think 
it was after my return from England in 1921 that Japan had her depression—that 
is 1922. I am not quite clear. 

Q. It is about 1920 ? 

A. If it interests the Board, I will be able to send the exact date, because I have a 
record about it. 

President .—Thank you, Sir Purshotamdas. We next come to this very difficult 
question of exchange. As I warned the Millowners’ Association at the outset, we are 
not a Currency Committee and we can neither review the Currency Commission's Report 
nor dispute its conclusions. But the point I should like your opinion on is whether 
you consider that the principal way in which the Is. (id. rupee hits the mill industry is in 
regard to wages. 
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A. No; I would not call that the principal one. The principal one is that it has 
undermined and continues to undermine the buying power of the customers of the mills 
in India. That is the main one. What you mention, I would put as the second, if 
you like. What I mention is the main one and the most vicious one. 

Q. That of course is rather beyond our scope. 

A. That is for you to decide, Sir, and not for me. 

Q. You have not in your memorandum paid the same attention to Japanese 
competition as a factor in the depression as most of the other witnesses have done. 

A. If I have not done that, it is owing to two reasons. First because I am not very 
conversant with the points on which the Japanese competition comes in and not being 
either a piece-goods merchant or a millowner I can naturally speak about it only 
from rep'orts; and I am sure you have had before you first hand information from 
people who are directly concerned in these. 

Q. I do not know whether you would wish to say anything further about this effect 
of the Is. 6 d. exchange on the purchasing power of the ryot. 

A. I have referred to this in my statement and I would repeat it here. I think that 
the greatest harm has been done by the efforts of the Government in raising exchange 
to is. M. and to maintain it at Is. 6 d. in an artificial manner. It is playing havoo with 
the purchasing power of the cultivator which is naturally being reflected on the mills in 
India. I am quite prepared to answer any question which you may choose to put. 

Q. I will leave that to Mr. Subba Itao for the present. I would like to go into this 
question of wages in the Bombay mill industry with you to some extent. Sir Purshotam- 
das. In your Minute of Dissent, paragraph 105, you say ‘ It is not contended that the 
exchange should be fixed at Is. id. to help them (The Bombay Millownors) over what some 
regard as an extravagant increase given by them ’—in wages. As far as wo are con¬ 
cerned, is that not their contention ? 

A. You mean it is the contention of the Bombay Millowners f 

Q. Yes. 

A. I have heard it for the first time. I had not heard that that was their contention 
when I penned this Minute of Dissent and only now you have mentioned it to me. It 
may be that I was not in full touch. I did not know that they wanted a lower exchange 
to help them over the higher wages which they have to pay to their mill hands. 

Q. It comes to this. One of the ways of meeting competition and the most obvious 
way is by a reduction in wages whioh are much the largest Bingle item in the cost of 
production and therefore if you ask for protection in order to meet competition, does not 
that amount to a request that you should he given help in order to avoid a reduction in 
Wages ? 

A. No. • It may be one of the reasons of their asking for help. But I do not think 
that they are necessarily asking it with that motive. At any rate I did not recommend 
1«. id. on that construction at all. Nor would I support anybody who did it with that 
motive, that their wages which cannot be put down in a direct manner should be reduced 
in this way. I know capital is made by people who want to have propoganda against 
1*. id. by efforts to put up labour on this score. I think it is perfectly wrong. I won’t 
put it stronger than this here. It is unjustified. It may be one of the results. What 
does it matter ? The whole question is what is best in the interests of everybody in the 
country. If in attaining that objeot in the best interests of the country you do happen 
to give this benefit to a oertain industry, that does not necessarily moan that yon are 
going to Is. id. for the purpose of helping them. It may be one of the results of what 
you do. But it is quite different from the other one. 

Q. How far have you examined the question of adjustment of wages and prices or 
rather adjustment of wages to the oost of living in Bombay, Sir Purshotamdas ? 

A. In Bombay or all over India. 

Q. I am thinking of the mill industry in Bombay at the moment, 

A. As far as the mill industry in Bombay is conoemed, I say something in paragraph 
102 of my Minute of Dissent, page 131. ‘ Regarding the Cotton Mills in Bombay, we have, 
unfortunately no figures showing the increases given after 1914 and before 1921, when the 
full increase of 131 per oent. was given. I am not sure that the beginning of the increase 
in the wage of the cotton mill operative was not made before 1921. As, however, no 
figures for 1919 and 1920 are available, I am unable to give any definite comparison.’ 
The Currency Commission did not have figures to enable me to go further into the exami¬ 
nation of the question. 

Q. The figures mentioned by the Currency Commission in their Report Beem 
somewhat inconsistent with the ones we have and also with the ones they had. In 
paragraph 193 they say ‘ The ohairman of the Bombay Millowners’ Association told us 
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that the present index figure of wages of miU-hands is 231 (as compared with 100 in 1914) 
and that attempts to reduce wages have been frustrated by strikes. This, too, in spite of 
the fact that the Bombay index numbers of wholesale prices, retail food prices, and cost 
of living are only 150, 150, and 153 respectively \ Again you will see in page 358 of the 
Second Volume of Evidence that according to Sir Basil Blackett’s figures, the wages 
index number for 1925 was 187 as against 231 given by the Millowners in their evidence. 

A. That is without bonus. 

Q. The Millowners’ figure is without bonus too. 

A. 1 am not sure. Can you look up Sir Victor Sassoon’s statement on that ? 

Mr. Maloney .—May I explain that. The figure 231 is the index number of wage rates, 
not the index number of wages and that was made clear before the Currency Commission. 
There was the consideration of reduction in hours. 

Q. 231 takes into consideration reduction in hours t 

Mr. Maloney. —Yes. 

Q. That makes 16 per cent, difference any way, apart from any other consideration. 

Mr. Maloney .—Considerably more than that. 

Q. The further disparity is with real wages. If the nominal wages index number was 
187 and the cost of living index number 152, neither I nor any of my colleagues has been 
able to work out how the real wages index figure can be 168. 

A. That is Sir Basil Blackett’s Table. Is it not ? I do not think even Mr. Maloney 
will help you on that. I am afraid I have not got the record with me. 

Q. I believe Sir Busil Blackett got his figures from the Labour Office. We will go into 
that when Mr. Gennings oomes up. The point really is. Sir Purshotamdas, how far 
do you consider reduction in wages justified, assuming the Is. 6 d. rupee as a permanency, 
in order to removo the disparity between the cost of living figures and the wages figures ? 

A. Do 1 understand your question to mean how far any reduction in wages is justified 
assuming Is. 6 d. as being the statutory ratio ? You mean by ‘ justified ’, ‘ called for ’? 

Q. Yes. 

A. Yes. It may be very much called for in view of the higher gold value of the rupee. 
But the question is to what extent is it practicable ? Perhaps you may remember, as I 
say here, in India when wages are once put up especially with labouring classes, it is very 
difficult to bring them down. Personally I feel that it would be extraordinarily dffioult 
for the millowners to bring down the wages without serious lock-outs and trouble and 
bitterness between the employer and the employee. I have not been able to understand 
my colleagues on the Currency Commission who has the experience before their own 
eyes two months before the report whs signed, of the struggle between Labour and Capital 
in England, recommending something which would expose India to the same risk. 

I say that in my Minute of DiBSent and am only repeating what I have said there. 

I have not been able to understand how these gentlemen could overlook what they had 
themselves been spectators of two months before. In the special conditions of India 
owing to want of organisation among labour, the problem is much more difficult than in 
England. If there is one thing which is dictated by the best interests of India, it is that 
La hour and Capital be not brought into dash as far as possible. If you stabilise the 
rupee at 1«. iid., you are hastening the clash. 

Q. Has there been any alteration or adjustment in wages outside the textile industry T 

A. Very little that I have known of or heard of. 

Q. Would you consider then, Sir Purshotamdas, that protection which is the remedy 
put forward by the Bombay Millowners’ Association for this state of affairs is justified 
in order to maintain what I gather you yourself would admit is an uneconomic rates of 
wages in Bombay ? 

A. I am not prepared to say that it is an uneconomic wage. I have not gone into it 
at all, nor do I think I have said that. I have not examined the wage paid by the Bombay 
Millowners and 1 am not prepared to say that it is uneconomic. 

Q. At any rate, if we, on investigation, find that the rate of wages is above the rate 
which is justified by the increase in the cost of living-substantially above it, shall we say?- 
then would you agree that that rate would be an uneconomic rate ? If the industry were 
in a prosperous condition, it would be an entirely different matter, but admitting that 
the mill industry is not in u prosperous condition apd on the finding that wages bad gone 



up considerably more than tbs cost of living, does not protection in those circumstances 
become an expedient for maintaining an oconomic rate of wages t 

A. Before recommending either protection or lowering of wages I would say, search 
if there is any third easier and a more natural method. That, Sir, is by giving up this 
artificial exchange ratio. It is the easiest one, one dictated by the best interests of the 
country. Of course you say that you are not prepared to deal with that and I leave it 
at that. Why go to the second and third best when you have the first beat, which the 
Government are now determined upon overlooking. There is no excuse for this step 
from any point of view. 

Q. I think that defines your position under that head plainly. 

A. It is unequivocal and I would not hedge that with any condition at all. 

Q. In reply to Question 6, Sir Purshotamdas, yon say f a further fall in the price 
of raw cotton would confer no benefit on the industry, if it were accompanied by an 
equal fall in the price of yarn and piocegoods. But what about the stimulation in 
consumption which would be brought about by the fall in the price of yarn and 
piecegoods ? 

A. The stimulation in consumption would only come about if the rates available to the 
Indian cultivator leave him with a margin. At rates justified by to-day’s outlook not 
only would there be no margin but I think—this is what I gather in Gujarat and othor 
places—the cultivator Belling his cotton may have to go home with a loss of Rs. 20 per 
bhar of kapas. Where then is the question of his sparing anything at all, for piecegoods 
except the most necessary ? A bhar of kapas costs Rs. 100 to Rs. 120 to grow in the 
Broach and Surat Districts. 

Q. Would not that fall in the price of cotton have occurred whatever the exchange ? 

A. No, that is the joke of the whole thing. 1 will give you an instance. Take the ease 
of a firm offer for 220 bales of Bengal cotton from the continent at 4'90d. per lb. c. i. f. 
Now that, taking tli3 expenses and commission and the rate of exchange at 1* (id. works 
out to Rs. 192 per candy. The rate for F. G. Bengal—Deeember-.Jauuary delivery that 
day ill Bombay was Rs. 222 per candy. That same rate 4■ 90d. at Is. id. would work 
out at Rs. 220. That is the joke of the whole situation. You cannot get the Indian 
grower higher sterling rate or gold rate in the world market because the rupee is appre¬ 
ciated inter-ms of ^oid. Whilst the Government of India are absolutely unable to do 
that—and naturally, they cannot have superhuman powers—they have reduced and 
iusist on artificially reducing the return to the Indian cultivator in rupees by 
12J per cent. 

Q. The recent fall in the price of cotton is due to the large crop in America, and it 
would have oome anyway. 

A. Exactly, but witli Is. id. exobange you would have got 12J }>er cent, more rupees. 
That is all the difference, and it is hitting the ryot’s buying power. As I said at the 
outset where there is a common fall in world prices India must share it. But the 
question is, you are not justified in curtailing it still more in rupees by an artificial 
currency policy. 

Mr. SubbaRao. —I have a few questions to ask you about the influence of the exchange 
rate on the cotton industry. I do not think so far as the general principles are concerned 
we shall differ. It is only about the actual facts. I suppose you will admit if the 
adjustment, is complete nobody will be a loser and I am prepared to admit that when 
adjustment is not complete somebody loses. So, os I said it is only a question of the 
changes that have actually taken place. Now, the cotton industry, I take it, will be 
affected by a la. G d. rupee in two ways. In the first place while the prices of the output 
may fall the costs may uot fall correspondingly ? 

A. You mean the price of the output may be reduced ? 

Q. Yes, quite so. In sympathy with import prices, I take it that the prices at which 
Indian mill products can be sold are bound to fall. 

A. May I just ask a question to make things clear ? You are now taking the period 
of non-adjustment or the period after adjustment ? 

Q. When the process is going on. 

A. That means the period of non-adjustment. 

Q. I want to know at what point there is actual trouble. When the process is 
going on there would be lack of harmony between the return that the producer gets and 
his outgoings ? 

A. Lack of harmony between the return that the producer gets and. 

Q. And his outgoings. 

A. His expense of growing the crop ? 
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Q. I am not speaking of the cotton crop. I am speaking of the millowner. I want 
to examine with your help the present position of the cotton mill industry as affected by 
the Is. (id. rate. When the adjustments are complete I do not suppose we shall disagree 
that prices will be more or less at the new level, and so will costs be. 

A. That is an economic axiom I am told. 

Q. The only question is what has been happening in recent months. 

A. Or, years rather. 

Q. Yes. Has there been, for example, on the one side a fall in costs corresponding 
to the fall in the price of cotton goods ? J D 

A. You see the cost of production consists of mainly three items—cost of raw 
cotton, labour and 'the cost of stores required. The cost of raw cotton has, of course, 
5 >s you know, fluctuated. Cotton has gone up and down and is now sinking. So, it would 
all depend on what particular period you take. I mean that changes will follow with 
the alterations in the cotton market. 

Q. Apart from that, so far as exchange is concerned ? 

A. That would depress prices, yes. And then, the next is wages. 

Q. Stores ? 

A. Well, wages and stores. In wages I have not heard of reduction anywhere. 
Whilst the return on the price of piccsgoods or yam as the ease may be has gone down 
wages have kept steady. 

Q. The other items having gone down ? 

A. I was coming to that. Your point is that the stores required have been available 
at a reduction of 12J per cent. But I am not aware that the cost of stores has gone down 
in proportion. 

Q. But they have gone down ? 

A. I am not aware of it, but if you tell me that they have I will take it as being so. 

Q. You yourself gave in the examination of one of the witnesses the estimate of the 
items that had gone down at 07 per cent. 

A. I did not give it. I thinkl put it in the Currency Commission to the representative 
of the Ahrat-dabad Millowners’ Association, and T think the figure was named by Mr. J.A. 
Wadia, a witness who had appeared before us the previous day. It is not my figure. I 
may be mixing up the names but if you read the previous two witnesses you will find 
that I gave that figure from some witness, probably Mr. J. A. Wadia. The cost of cotton 
has fluctuated according to the cotton market. The oost of wages has kept steady and 
if there has been uon-adjustment anywhere it is undoubtedly in wages. The cost in 
stores according to exohange has certainly gone down by 12J per cent, or at whatever 
point you take the exchange rate ruling. 

Q. Therefore a considerable part of the cost has responded to the ohange in the rate 
of exchange while a certain part remains unchanged. In that case there would not he a 
handicap to the industry of 12 J per cent.—it must be a lower figure in any case. 

A. But the main trouble of the industry is that the chief customer is being ruined. 

Q. I will come to that. 

A. I only wantod to mention it. 

Q. Taking the disparity between prices and oosts, the oosts have certainly responded 
to the rise in exchange to a certain extent except so far as wages are concerned. 

„ A. What is the proportion that has been given to you as being the cost of the stores 
in the outturn of yarn or piecegoods. It is very small ? 

Q. 6‘7 per cent. 

A. Take 100 as being the total cost. I think cotton represents roughly speaking 60, 
and stores 6. The rest is stable. You have varying fluctuations in 60, not necessarily 
downwards, Mr. Subba Rao. You have a cortain depression in S per cent. You see how 
small it is. 

Q. It is small possibly but the view has been put forward by the millowners’ represent¬ 
ative that with the taking away of the exoise duty all the difference between the Is. (id. 
and the Is. id. rates has been wiped off. 

A. Have they put forward that view ? 

Q. Yes. Here is what he says : —“ At the present moment the exoise has been removed 
and therefore it should obviously appear to be a distinct advantage to the mill industry, 
not necessarily from the point of view that they are going to make more but that they 
ean sell at a lower price by its removal. I have worked out the difference between the 
present Is. (id. rate and 1*. 4Z. rata as a very little less than the excise. So, to-day with 
the excise removed, ail we are getting iB, I think, a ‘0.‘1 per cent, advantage over what we 
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would have had if the excise had been left on and we had our Is. 44. gold as we had 
last year. ” 

A. May I ask whose statement it is ? 

Q. Sir Victor Sassoon’s evidence. 

A. All that I will say is that I am not able to follow this, but I have rough notes in my 
office that I must have made when Sir Viotor was being examined. I do not know — 
but perhaps by looking at those rough notes I may be able to say what it is that made 
me pass over this. I find it difficult to recall at the moment. All that I am concerned 
with is how it escaped me when he was being examined. But excise was as you know 
3J per cent, and between Is. id. and Is. Od. the difference is 12J per cent. 

Q. But when you get reduction on two-thirds of the outlay the net balance might be 
about 4 per cent, on the entire expenditure. That is how he has worked it out I think. 
4 per oent. is the balance left over and then 4 minus 34- That may be the calculation. 

A. I could not tell you. T am not prepared to accept this as correct for the conditions 
prevailing to-day. That is all I can tell you at the moment. I would suggest you to 
got it dear by discussing this with Sir Viotor Sassoon. 

Q. So, we shall leave it at that. In any case you are not convinced that there has 
been any corresponding reduction in the cost of production of mill products to compensate 
for a fall in the price of the output 1 

A. Yes. 

Q. The second point is the effect on the best customer of the cotton produots, and there 
your position is that with exchange at Is. fid. in order that the cultivator should get th 
same number of rupees, there should be no fall at all in sterling prices. And your 
point is that these prices have been falling all round. 

A. The question is : Can any Government ensure that there should be no fall at all 
In sterling, or as I would preferably put it, gold prices ? That being outside the power of 
the most powerful Government, there starts the danger of trying to change the standard 
of ratio of a country, and we now have seen in practice actual proof of the danger. 

Q. You can retain them. But if the rate has been fixed on the basis of a variation in 
price or oettain relation between the home and foreign prices. 

A. The question is : Was it overlooked when the ratio of Is. fid. was tried to he 
worked up to, that gold prices may change or rather fall t 

Q. When you fix Is. fid. as the exchange or any other rate is it suggested there never 
will be any fall in foreign prices when once you get the two prices linked up ? 

A. I never suggested it and am asking whether the Government of India and the 
Finance Department had in mind some thing of the suggestion which you now make to me. 
Gold prices of any commodity are beyond the oontrol of any Government, except perhaps 
of America to a certain extent lately which has the largest quantity of gold by way of 
resources, and in the case of certain articles grows the largest quantity of raw produce in 
the world such as cotton. A poor country like India has to follow in the wake of this 
important cotton-growing country or wheat-growing country as the nase may be. 

Q. Irrespective of the rate of exchange ? 

A. I am now talking of gold prices. I am not talking of rupee prices. The gold price 
is a thing over whioh nobody has any oontrol and it is guided and settled by demand and 
supply all over the world. That is a fixed point at any given time. Nobody can improve 
upon it. The question then is of conversion of gold prices into your rupee prices. Until 
we get the gold standard and have not a token coin as a standard coin but a full gold 
coin, until that day comes the whole question for the ryots of India is at what point you 
convert the gold price into the rupee price and the higher you fix the exchange, the lower 
thereby being the return in rupees of the gold price to the Indian cultivator, the more 
miserable is the condition of the grower here. 

Q. Assuming that the rupee he gets now is buying the samo amount as before ? 

A. You are now assuming complete adjustment ? 

Q. I am assuming a process of adjustment. 

A. Excuse me, but are you assuming a complete adjustment or a period of non- 
adjustment ? 

Q. What would you like to take first ? 

A. I am here as a witness and I am prepared to argue out both. 

Q. Let us take now the period of complete adjustment. 

A. Well, at'oomplete adjustment there is no complaint. There should be no complaint. 

Q. And therefore any complaint now must be due to the fact that there is no 
adjustment or that there is only partial adjustment ? 

A. Yes, it is the period of non-adjustment and maladjustment, whichever you like 
to put, that gives rise to all these complaints. 
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Q. .Tost now yon believe thaLthc adjustment Is not complete 

A. Very very far from complete. 

Q. That is as regards the cultivator ? 

A. As regards most things in India. 

Q. What would you say is the amount of adjustment t 

A. I say that the adjustment has been very small. 

Q. You did not give any figure in your report. 

A. Because no expert either in India or in Kurope could give a figure, not even the 
Finance Department of the Government of India who are making out a case for Is. 6d. 
How would you expect me to give a figure t I know why they could not give a figure 
not even a figure which would support them. 

Q. It comes to this that the cotton industry stands to suffer during the period of 
adjustment which you say is not complete now. Depending upon the figures given by 
the Miliowners which yon may not accept but at least which we are prepared to take 
as a working hypothesis it is not because costs have not been adequately compensated but 
because the purchasing power of the cultivator has not been completely adjusted to the 
new level. 

A. That is the sum total. May I suggest a question. Perhaps you would like to 
consider what period it would take for adjustment. 

Q. Yes. I waR about to ask you the question myself. » 

A. Personally I feel that the period of adjustment will take long in coming. 

President. —Yon put it down at 20 years ? 

A. Very long. 

Mr. Subba Kao. —You say the rest of the generation in your report. 

A. Yes, I thought you would like to examine me on that and complete that exchange 
subject. 

President. —Yes, we would like to do so. In reply to Question 3 you say “ Assuming 
that it would take some ten yearn for such an adjustment, it is not improbable that the 
harm done to the Indian industry would last for a further decade.” I would like yon to 
explain why you think that the harm does not cease with the adjustment ? 

A. The question is then at what point the adjustment takes place. As the Commission 
themsslves admit, there has been no reduction in wages in many of the industries in 
India leaving aside the ootton industry. That has still to come. Then the difficulty 
of bringing about a reduction in wages as have mentioned is great. Every labour union 
and every labour leader has got to realize that Government have chosen to increase 
the gold value of the rupee, and that is the difficulty I am looking forward to. As a 
matter of fact there was a strike very lately in the Kohinoor mills where some went out 
saying that their wages were too low. So the adjustment of wages to Is. Orf. I do not 
look forward to at ali, and I feel confident that after making a mess of the thing Govern- 
met will have to give way. Let us havs a few strikes and then Government will have 
to 8fc,it is in the interests of India that we settle down to the right thing. 

Q. Tilt does not explain the period of 20 years, Sir Purushotamdas ? 

A. No, tht explains the period of ten years in the first instance. 

Q. Once you jpt your adjustment what handicap is there for another ten years ? 

A. That is the fter-effect. I say, assuming that it would take some ten years for such 
an adjustment, it ieiot improbable that the harm done to the Indian industry would last 
for a further decad. This is explained in my subsequent reply. Wbat is done in the 
meantime is that iB Government of India compels the Indian industry to reduce its 
production and thsrby our competitors get hold of the markets which we have done 
so much to develop. Is Japanese get in, Lancashire gets in, Italy gets in, and when the 
Indian industry is at the happy point of complete adjustment then they have got to 
look out for fresh fields and^stures new. Ten years is a very modest figure. Sir. 

Mr. Subba Kao. —Whatever 1 *) the period of adjustment, would you support this view 
of Sir Henry Lawrence whioh I&s put before the Currenoy Commission “ When the 
high rupee is stable the costs will'fJ* and the industry will compete in a fair field. In 
the interval the industry has a claimto protection. India has adopted the principle of 
discriminate protection. This principle has not yet been applied to a case of rising 
exchange and it is doubtful whether be need for this discrimination has is vet been 
reoognised in India.” Would you care to say anything about that ? Do you think any 
kind of help is called for as against a risfig exchange t It has not been given so far as 
I know till now, but only in cases of the depreciated exchanges of other countries. 

A. Yes, it would amount to reoommendW? artificial protection for an artificial action 
which )S avoidable. Yon can go on multip'.ymg this as often as you like. Instead of 
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setting a thing right in the most natural manner you peisietin returning the unnatural 
measure, and then you devise something artificial to provent the bad effects of that. 
It is all a vicious cirole from which the country, I think, ought to get out. 

President. —Your argument would be, I take it, that the grant of protection on the 
ground of a Is. 8 d. rupee would he an admission that the Is. 8d. rupee is wrong 7 

A. Absolutely so. We are feeling the effects of that in day to day life. In this 
connection I think my reply to Question 27—the third paragraph—is clear. It is this :— 
“ It is not improbable that during the so-called period of adjustment the Indian industry 
would lose its channels of trade, both at home and abroad, and give up its position of 
advantage to competing countries who would during the period of stress and strain for 
the Indian industry, entrench themselves firmly on the ground lost by the Indian industry 
so much so that the Indian industry would find it practically impossible to dislodge its 
competitors from their position, even after the adjustment of Indian conditions to the 
new rate of exchange had taken place. Tt is in view of these considerations that I empha¬ 
tically assort that the effect of raising Indian exchange to Is. M. would be practically 
permanent ” would last atleast so long as we might reasonably look forward to-day. 

Mr. Suhba Sao. —That is to say if the safeguards were not adopted 7 
A. Which safeguards ? 

Q. Suppose somebody took into his head to give protection. Yon are assuming free 
imports of foreign goods during the period of the rise of exohange. Supposing that we 
prevent that, then the effect you contemplate might not take place at all 7 

A. You say that on other considerations, that is, if 1*. 6 d. was considered to be desirable 
and you are prepared to give protection to the cotton industry during the period of 
non-adjustment, then this may not happen 7 
Q. Quite so. s 

A. And if this did not happen, your point is that Is. 6<f. would be justified 7 
Q. Not justified. I am only saying that the industry might not suffer. 

A. Yes, in that case I would like to add this “ not half-hearted protection which 

has been the case till now, hut whole-hearted protection ;.” 

Q. It is a matter of degree ? 

A- It is a very important point. Either give protection which will completely give 
the necessary protection and thus encourage the industry to expansion or don’t give 
anything at all. 

President .—What do you call half-hearted protection 7 

A. Half-hearted protection like that which is given to fhe Tata Iron & Steel Co, 
Mr. Suhba Sao. —You call that half-hearted protection 7 
A. Absolutely half-hearted. It has been absolutely of no use. 

Q. Is not the plight of the Indian steel industry due to the depression all Ah 
world over 7 

A. But here you are protecting. It has been in vogue for five years and not/single 
new factory has been started. It is a most eloquent testi money of the hif-hearted 
nature of the protection given. 

Q. I may also make other remarks; but they won’t be.relevant. 

A. I do not understand you. 

Q. That may be due to other considerations. If you are talkingjf another industry 
there might be other considerations why it has not been paying. 

A. No. No other considerations. I.et me say one point, I snow the allegations 
made. One is the inefficient management. 

Q, I don’t say that. 

A. I am not Baying that you say it, Mr. Suhba Rao. Be I am only speaking of one 
of the allegations made. If it is due to infficient managenent, it is all the more reason 
why people who consider themselves more efficientshoad put up anew factory at once. 
There is nothing in it, Mr. Subba Rao. I do not knew what yon have in mind. But 
as a Director of the Tata Iron & Steel Co., I am Prepared to assert that if there are 
leakages in the management of the Iron & Steel 5o., it is all the more encouragement 
to others who may consider themselves mo% efficient to pnt up a new steel 
concern. 

Q. I am making an entirely general remark an d it has absolutely no reference to any 
kind of charges in the press or anywhere else, p merely stated a theoretical "proposition. 

A. I see. My point was that protection should be whole-hearted and such as would 
really help the industry, and not an eye-w%"h as has been in some cases. 
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Raja Hari Kishan Kaul. —You say, Sir Purshotamdas, “ while a mill whioh has slender 
resources may not be able to withstand world competition, but may go to the wall, a 
mill with powerful resources or strong reserves at its back may be able to stand the strain, 
but not without sacrificing its reserves or resources,” Would you mind explaining that 
a little t You say ‘ not without sacrificing its reserves or resources.’ 

A. Certainly, not to pay dividends but to keep going. 

Q. To meet the losses ? 

A. To meet the losses but nothing to do with dividends. We are now talking of times 
being bad. This is in reply to Question 1 where you ask ‘ does it affect all mills in the 
same centre alike.’ I say that all those mills which have strong reserves or resources 
may be able to carry on longer. But even a depression like this is bound to hit even 
good mills and other mills which have average resources and reserves. The bad effeots 
are felt by them also. 

Q. What I want to know is this : You think the sacrifice of reserves or the sacrifice of 
resources can help the mill to withstand the depression. I want to know in what manner, 

A. It will be able to finance itself and therefore is able to wait and carry on in the hope 
of better times coming. 

Q. Without making any profits ? 

A. Yes. 

Q. Sacrificing its reserves ? 

A. I know of a oertain mill. Sir, which lost 7 lakhs last year. The mill had already a 
debt of about IS lakhs which now comes to 25 lakhs. The agent has got to go on financing 
and financing in the hope that better times would come. 

Q. That is, working at a loss ? 

A. Owing to the depression mills work at a loss or on very small profits. There is 
nothing to lay aside. 

Q. I just want to know if you had anything particular in your mind when you said 
that. You do not mean mortgaging any part of the mill or something like that ? 

A. If necessary, it has to be done. I know of several mills which have been mortgaged 
recently. 

Q. What percentage of profits do you consider reasonable ? 

A. You mean for distribution to the shareholders ? 

Q. Or profits before distribution or before allotting money for depreciation and so on. 

A. Where a mill cannot make enough to allot for depreciation, I would not say that 
that mill is earning anything at all. It is wearing away its own machinery. After 
depreciation, I should have thought 6 percent, or 7 per cent, would be quite a good 
return for the present times. 

Q. Six or seven per cent, is quite reasonable ? 

A. At the present time they should be quite content with that. 

Q. Towards the end of your reply to Question S you say the Meston Settlement also by 
depriving Bombay of its growing and natural sources of revenue has rendered necessary 
increased local taxation. By 'local taxation ’ do you mean the municipal taxation t 

A. Bombay Presidency taxation—provincial taxation. 

Q. How does that affect the mills 1 

A. The provincial taxation also affects the mills.. _. 

President. —.Is it a question of provincial taxation ? 

A. What the Raja Sahibhasinmindis that the cotton duty of Re. 1 per bale is of course 
Bombay City taxation. Have not the Bombay Government put on something lately f 
I do not think it would affect the mills prima facie. I think the Bombay Government 
passed an Act lately to the effect that the stamp duty on transfer of property in Bombay 
City should be 3$ per oent. whereas all over the Presidency it is 24 per cent. Of course 
it is not a thing which would affect the mills so intimately. 

Raja Hari Kishan Kaul.—I understand that you consider a discrepancy between 
wages and prioes would be an argument for fixing the exchange at Is. id. V You hold that 
the prices have not been adjusted to wages and that is an argument to show that the 
adjustment to an exchange of Is. 6d. has not taken place ? 

A. That is what I say, and it is because there has been no adjustment that I say that 
the effort should bo dropped. 

President. —Just one question I would like to ask you with reference to your reply to 
our Question 11. I was reading only this morning in the Manchester Guardian Commercial 
Supplement organisation if the mill industry in Belgium has succeeded in bringing about 
a great improvement in the condition of the industry. I suppose your reply will bo 
Mo y 422—2 
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that Belgium was a small country. What is possible in Belgium would not be possible 
in India ? 

A. My reply to that would be that the people of Belgium have a Governmect whioh 
looks after their exolusive interests. The people of India unfortunately have a Govern¬ 
ment which has to look after others interests besides the interests of the people. That 
is my humble opinion. It may be wrong but the latest proof of it is the persistence of 
the Government in regard to this Is. 6d. ratio. 

Q. Leaving that out of question for the moment, is it quite impossible for the industry 
in India to help itself as it has done in Belgium ? 

A. But it has its own limitations. Every industry in every country including Amerioa 
wants Government assistance. The monster crop that has been grown in America 
needed President Coolidge to come to its help to put three or four mill ion bales in cold 
storage as it were. Are the people of America less self-reliant than anybody else in the 
worldT Government has the resources of the tax-payer and how can you possibly consider 
this problem leaving the Government on one side f I am afraid Government have to 
be brought in every time. 

Q. We are dealing purely with this specifio question, whether the millowners by any 
organisation could help themselves at the present time. 

A. I have expressed my views in my reply to Question 11 and I would be quite prepared 
to say anything more in supplementing what I have said there. 

• Q. I take it you consider that the fact that the mill indnstry is so scattered outside 
Bombay and that the interests of the different centres are so different preoludes any 
organisation whioh oould standardise prices or fix hours, if short-time working were 
considered desirable. 

A. I do not Want to strike a note based on matters racial. But in centres like Cawnpore 
and Madras, of course the millowners are Britishers and I do not know whether they are 
interested in imports or not, but it would be difficult to get an all-India organisation. 
Why are the Bombay millowners run down and why is the Bombay merchant being run 
down 1 It is simply because they put forward the pro-Indian point of view, the point 
of view which strikes them as being in the best interests of India. 

Q. How do you mean being run down ? 

A. The Bombay millowners and merchants are the only people who are alleged to 
go to extremes in point of views, e.g., in pleading for the extinction of the cotton excise 
duty. We were then said to be “ vicious.” When the thing came by our efforts, every¬ 
body shares it. We get the honour of being called all sorts of things and prejudices are 
being created that all this is for Bombay’s interests. IIow do you expect all-India to 
work with Bombay when the other Provinces are sought to be taught and prejudiced 
that Bombay is selfish and only puts forward what suits it ? The reason is that in 
Bombay the industries are still in the hands of Indians. 

Q. If Cawnpore and Madras are left out of account. 

A. Then there is very little. 

Q. Do you think Bombay and Ahmedabad would ever combine f 

A. I think so. They have combined in the past. 

Q. Do you mean that they have combined to fix the prioes ? 

A. They could. Again it is a matter on which other mills have a very substantial say 
and can substantially and effectively upset what Ahmedabad and Bombay may choose 
to do. After all Cawnpore is spinning and weaving and can undo the effect of what 
may be done here. Whether any effort has been made to get all these people together, 
I am not in a position to say definitely. 

Mr. Subba Rao .—I want to have your opinion on one point, about the joint aotion for 
purchase. You say the agents of several mills are themselves commission agents who 
import their requirements. That you suggest as a difficulty or obstaole in the way of 
oommon organisation ? 

A. It is not an obstacle which cannot be got over. I was only putting on rBooId what 
exists at present. It is not a thing whioh can be completely ignored. 

Q. But don’t you think it desirable in the interests of the industry itself that the 
functions should be separate, that the managers of mills should not also be commission 
agents for the purchase of maohinery, as a general principle if you want to have common 
organisation ? 

A. The thing cuts both ways. I know of a firm of millowners who being interested 
in maohinery import have done extremely well in getting the right sort of machinery 
at perhaps the cheapest rates. It beoomes objectionable only where advantage is taken 
of that position. 
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Q. Quite so. Does riot the combination of such functions lend itself to possible abuses 
and would it not be better to have a common organisation where everybody can purohase 
whether by open tender or any other way ? 

A. I think it would be an ideal scheme; but I am not sure that it would be found 
equally feasible. 

Q. Of course there is always a gap between what is ideal and what is possible. 

A. I do not know if you will find it very feasible. I am not aware but I merely want 
to ask whether the jute mills in Calcutta have any organisation of this kind. 

Q. It is curious why some countries have this organisation and I find it also in Japan. 
But they do not have organisations in Lancashire, So there seems to be some difficulty 
in the industry itself. 

A. There must be some special circumstances in each country. 

Section II 

Nature and extent of competition between imported goods and those of 
Indian manufacture 

President. —There is only one question I want to ask yon with regard to Section II. 
In your reply to Question 27, you say 1 these accumulating stocks have ever since acted as 
a drug on the market and continued to act as a depressing factor to the Indian industry.’ 
Have they got rid of them now ? I quite admit that the effect is bound to last some time. 
But surely that particular factor has oeased to operate now ? 

A. There again I must preface that I am not very intimate with it and you will notice. 
I start by saying ‘ It hasalready beenshowntothe Tariff Board by previous witnesses.’ 
Subjeot to this remark, I am afraid that the handicap with which India started has 
continued. The stooks specifically imported at that time may have been got rid of. 
But then the process has continued. Supposing they imported something at 2s. lOd. 
or whatever the standard is and they got rid of that whole stock at la. lid. Then it 
went to Is. 9d. and they started again. So having out a loss, the merchant naturally 
wishes to make up for it by continuing that operation. Eventually perhaps he will 
reap his benefit. In the meantime it acts as a handioap. 

Q. But the actual market now appears to be very bare of stocks. 

A. I heard a report only a few days back that the merchants who import pieoe-goods 
from abroad find that there are fair amounts of stooks on their hand. 

Q. Possibly in Bombay. It is not so upcountry. 

A. No, it may not be. 

Raja Hari Kishan Kaul. —You say, Sir Pursbotamdas, that ‘ the importing houses for 
piece-goods into India are also especially well looked after by the exchange banks.’ 

A. Yes. 

Q. Don’t the Indian banks afford similar facilities for the purchase of the Indian 
mill-made oloth t 

A. Not that I know of. 

Q. Why not ? 

A. I may say that I am a Direotor of the Imperial Bank and at the moment I happen 
to be one of the Governors of the Imperial Bank as Vice-President of the Bombay 
Looal Board. Therefore I can talk of all banks minus the Imperial Bank. What 
Banks are you referring to when you say Indian banks ? The other Indian banks are 
the Bank of India, the Central Bank, the Punjab National Bank and one important Bank 
in the south, the Indian Bank in Madras. There are also other banks, but they are not 
with lakhs of rupees capital, lakhs of rupees reserve and so on. The work done by these 
banks in financing either the dealer in piece-goods or the mills is comparatively small. 

Q. What is the reason ? Is it because their means are limited, the money at their 
disposal being very small ? 

A. I would not say that in public examination. I do not think it would be right for 
me to say anything of that nature. 

Q. We want to know in what respects improvements can be effected in the financing 
of the mills ? 

A. By starting more private banks in India. 

Q. You think there are not half enough banks now to take up the work ? 

A. Half ? They are not even 10 per cent, compared with the size of the country and 
the requirements of the country. 

Q. And do you suggest there should be some backing to these banks ? 

A. Backing T 
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Q. For instance in other countries in the world they have got the baoking of their 
Governments or some Central Banks. 

A. In reply to Question 30,1 say ‘ In countries like England where the credit organi¬ 
sation is more perfect’—1 do not say that Government there give much direct facility— 
‘and like Japan where the Government is extremely keen to develop their export trade in 
manufactured goods,’ and there is not backing by any bank there. It is the identifi¬ 
cation of the Government with the interests of the people in every respect—in the matter 
of shipping and so on. 

Q. You admit that there are better facilities in the matter of credit ? 

A. I mean, in the case of shipping, it is not necessarily credit, but something else 
which the Government give them. Tn respect of the industry they give better financial 
facilities. 

Q. That is what I want your opinion ou. Would you suggest similar facilities here ? 
You say in a country ‘ like Japan where the Government is extremely keen to develop 
their export trade in manufactured goods, it is but natural that better facilities in the 
matter of credit are enjoyed by the exporting houses.’ Do you suggest anything on the 
same lines here ? 

A. If we can inspire the Government of India with the same keenness for Indian 
industries as the Japan Government have for Japanese industries, we want nothing else. 
That would be a golden day for India. 

Q. You would merely inspire the Government of India with that and nothing else f 

A. Action also, of course. 

Q. In what direction do you suggest the aotiou ? 

A. That of course takes mo on to this question of the Reserve Bank. It has to come 
to that, because that is the next question. 

Q. And in your peculiar position you may not like to say 1 

A. I am not in a peouliar position. But I do not know if the Board wants to he 
worried with that question. 

President. —I am not quite sure how a Reserve Bank comes into this question. 

A. It will come into this question. 

Q. In what way ? Will you explain very briefly ? 

A. My colleagues on the Currenoy Commission have recommended the starting of a 
Reserve Bank and I have disagreed with them. 1 say let the Imperial Bank in its issue 
department he the Reserve Bank of the country. Tho question of the development of 
banking facilities and of providing greater facilities for industries, oommerce and agricul¬ 
ture is very much tied up with the Imperial Bank carrying on as it is and the reserve 
part of the work being done in the issue department separately. In this connection I 
may refer to paragraph 61 of my note of dissent headed ‘ A Central Bank for India.’ 
I Hay ‘ I oonsider that such curtailment of the commercial business of the Imperial Bank 
which might follow its conversion into a central bank wonld conduce to the growth of 
new banking institutions, started by private enterprise in India.’ 

Mr. Subba Rao .—You contemplate a curtailment of its commercial functions f 

A. Yes. 

President. —Which would lead to what ? 

A. Which would encourage the growth of new banking institutions in India. I hope 
I made myself clear. 

Mr. Subba Rao. —Would you suggest that anything may be done to give financial 
facilities to develop the export trade in India also, not at ail speaking in your oapacity 
as a Governor of the Imperial Bank ? Speaking generally, what do you think is lacking 
now as regards banking facilities for the promotion of India’s export trade 1 

A. I think the difficulty is more regarding the financing of stooks in India, and less of 
financing the exports. 

Q. If finance would take care of stooks, you would not worry about export trade. 
It would look after itself ? 

A. I have not heard that the export of Indian piece-goods or of yarn as the case may be 
has suffered owing to want of finance. The main difficulty is about tho internal finance 
for them as compared in other countries. If that was set right I think a good deal would 
be gained. 

Q. But don’t you think something is wanted to develop and promote the export trade 
by itself, and not leave it to the play of chance to give it a specific direction and a spurt 



onwards ? Something could be done in the way of the export credits scheme such as 
is operating in England ? 

A. Well, a good deal is wanted in that direction. I will name one with which I am at 
the moment in negotiation. I am negotiating a freight contract on behalf of a certain 
association, 'the rate whijh is suggested works out to something like five annas a piece. 
The rate whi h is being paid to-day by our competitor in the market—for obvious 
r> asons I do not want to give the name—for a longer, almost three times longer laad 
work out to abo it three annas. How aro vou going to get over it by a little financial 
facility ? 1 hi refore for the development of India’s export trade many more facilities 
are neocssary. 

Q. Which would you consider most essential J 

A. I mean that there is such a difference in freight in this particular case. 

Q! Would you then lay stress upon cheaper freight ? 

A. Cheaper transport I think would b 3 very important. It would again depend upon 
the destination of the market. I do not think we can lay down any set rule. Where 
transport is on the high side I think it would help materially. 

Q. Apart from that do you th ink some kind of export facilities would help the situation t 

A. Well, I can only say generally, yes. I have not gone into it, nor have I heard that 
in particular places export facilities are necessary. I would not like to say more because 
I do not know. 

Q. The export trade is handicapped for various reasons. The Millowners have suggested 
that as export bounty might help the industry. 

A. When that demand was made, was it not based on the appreciation of the ourrenoy l 
I remember having read something about it. 

Q. Only in one speoifio case. It is a general demand. 

Suction rv 
Mill Management 

President. —We will now pass on to Section IV. Mill Management, Sir Pursho- 
tamdas. In your reply to Question 42, you speak of centres in India whioh flatter 
themselves on having a better system of payments to agents, reverting to the system of 
commission on production. Which centres are you referring to there ? 

A. Calcutta. 

Q. You are referring to the jute industry ? 

A. Yes. • 

Q. I see. I was wondering if the reference was to any of the centres of the ootton 
industry f 

A. No, I was speaking of the jute industry. I have seen an instance in whioh they 
are now returning to a system whioh it has been the fashion to run down in Bombay. I 
can give you a concrete instanoe and the terms. It is public property. 

Q. If it is public property we would like to hear it. 

A. I got it as a shareholder of the eouoern—the Kelvin Jute Compauy. 

Q. Who are the Managing Agents ? 

A. Messrs. McLeod & Co. This is their first letter: ‘ Hitherto the Managing Agents 
have almost wholly depended upon commission on profits for their remuneration. The 
effect of this is that when the profits are large the Managing Agents benefit accordingly, 
byt when the profits are low the Managing Agents get practically nothing, although at 
such times their work is just as heavy and is also coupled with additional responsibility 
and anxiety. With a view to putting the Managing Agent’s remuneration on a more 
satisfactory basis your Directors have agreed that as from the 1st day of July 1926 the 
Managing Agents’ rate of commission on profits shall he reduced, but in addition to this 
commission they should receive a commission on sales. The effect of this will be that on 
the basis of the years 1921-1920 and assuming present prices for gunnies, the Managing 
Agents would-actually have received less than they did under the old arrangement, hut 
their remuneration will be more evenly distributed than it is at present, which is the whole 
ohjeot of the alteration. Accompanying this letter is an abstract of the terms of the 
new Managing Agents’ agreement,’ and they suggest as terms of commission one per cent, 
on the gross proceeds of all sales made by the company, a commission of 5 per cent, on the 
net half yearly profit of the company ascertained in the same manner and a staff commis¬ 
sion of Qne per cent, on the net half yearly profits ascertained in the same manner. 

Q. What is the staff commission ? Would that mean a bonus ? 

A. I have not been able to got more information. Then they met and the resolution 
which was passed was ‘ that the Managing Agents ’ remuneration remain as provided in 




the agreement of the 15th June 1920, subjeot to the following variation namely that if 
the commission of 11 per cent, on profits payable to the Managing Agents under suoh 
agreement in any half year be less than the sum of Rs. 25,000 the company Bhall pay to 
the Managing Agents the amount of suoh deficit so as to provide a minimum of Rs. 25,000 
payable to the Managing Agents in eaoh half year and that the supplemental agreement 
of the 20th day of August 1926 be oanoelled and the new supplemental agreement be 
entered into to give effect to the above variation.” It means that where the company 
makes a profit more or less the Agents will receive Rs. 50,000. 

Q. But this is the system in force in Bombay to a large extent. The agenoy agreements 
provide for a minimum commission when the commission is on profits. 

A. Exactly, that is why 1 say this. Whilst this criticism of the Bombay conoerns is 
going round I say that people elsewhere same started coming to it. That is why I quoted 
this. 

Q. The Bombay system is now a commission on profits ? 

A. But there are some who are not on commission basis and in Ahmedabad. 

Q. In Ahmedabad it is 3 J per cent, on sales. 

A. And here it is one per oent. on the gross proceeds of sales made by the company 
and 5 per oent.. on profits and they have now improved upon it by taking a minimum of 
Rs. 60,000 whether it is a profit or loss, and this is ensured to them even if the m ill is closed 
or is on strike. 

Section V 
Mill Management 

Q. You say the instances of over capitalisation are so few that the present depression 
could hardly be attributed to it ? 

A. Yes. Barring the mills which were bought by people during the boom period at 
prices like 60 and 70 lakbs and in one case at crores, them are very few instances 
that 1 know of over capitalisation. 

Q. If you look at Appendix II to the Bombay Millowners’ Association’s reply you 
will notice that in 1920 the paid up capital of the Bombay mills increased from 9J 
crores to 17 orores with only eleven new mills. Do you consider that the large 
fluctuations of that year have not been without a depressing effsetion the industry ? 

A. That makes an average of 60 or 70 lakhs per mill. That is about it. All mills that 
changed hands in the boom period were at about that. The Diamond Mill was bought 
at Rs. 6U lakhs. If you take the average of 60 lakhs it would be about 7 crores. 

Q. You consider that the average of 60 lakhs for eaoh of these 11 new mills ismot an 
unfair figure ? 

A. No. Then the average would be improvedhy the Bombay United which changed 
hands at a crore and a half. Barring these mills the other mills are not over¬ 
capitalised. These mills which changed hands or were put up during the boom look 
over-capitalised in a gross manner. 

Q. Do you consider that that had no effect on the present depression ? 

A. No, because those 11 mills which changed hands at a figuro like 1$ crores or 60 
lakhs did not make the average of the mill industry to-day. 

Q. Does not the fact that they have such a heavy capital on which they do not pay 
a dividend act as a drag on the industry, until their capital is reconstituted ? 

A. No, it only injures their shareholders and nobody else. Two of them I know have 
failed—the Bombay United havo subsequently changed hands at 35 lakhs and the Dia¬ 
mond has gone into liquidation. I do not remember about the others. 

Q. Mills like that possibly have to sell from hand to mouth, and may not the fact 
that they have to sell at whatever price they oan get in order to keep going owing to this 
largo oapital havo as deleterious an effect on the Bombay industry as the Japanese 
competition or any other factor ? 

A. I have not heard that they injured others by throwing their manufactured stuff 
on tho market. I have not heard of any such complaints at all. 

Q. There aro a certain number of weak mills in Bombay as you know. Are their 
sales not having any effect on prices ? 

A. What I say is that these 11 mills, which were bought or puthp during the warperiod 
and which look over-capitalised to-day, do not make the average of the Bombay mills. 
I therefore say that these 11 mills do not count for the purposes of the question that 
you put. Your next question was, do these 11 mills owing to their over-capitalisation 
really injure others by underselling. 
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Q. It is rather incorrect to refer to 11 mills. I think the majority of these 11 new 
mills which came in in 1920 were mills which were previously proprietary, and which 
wore converted into companies; and there were other mills also which changed hands. 
There were private mills which came in as limited companies, such as the Sassoon group, 
but thore were other mills also which changed hands during that period, of which you 
have given an instanoe—the Bombay United. 

A. I think all that total will bo covered by this seven or eight crores. That ie my 
own impression. I do not think you will find many others barring these that changed 
hands which contribute to the inorease from 9 crores to 17 crores. 

Q. My point was whether you consider or not that any of the weaker mills are selling 
at prices which bring down the prices of the better mill s. Your argument is that the 
sales of the 11 mills do not affect the whole industry. The opposite argument is brought 
when you are referring to the Japanese competition. We are continually being reminded 
that it is not the volume of the Japanose competition which affects the Indian industry 
but it is the price at which they are selling : and the same argument, it seems to me, 
might apply to the weaker Bombay mills. It is not the number of them, but the prices 
at which they have to sell in order to keep going. 

A. What I said was that I had not heard it being mentioned by any body till now, and 
I am on the Boards of three or four mills of which one or two are weak, that these mills 
which ohanged hands at high rates were selling or, if it might bo called, dumping their 
manufactured articles on the market in the manner in which the Japanese are said to be 
doing. It is a question of fact, not a question of expression of opinion. It is possible 
that I may not be absolutely in touch. But no such report has come to me. 

Rnja Uari Kiahan Kaul .—You say that it is well-known that banks at present are 
unwilling to advance money on the ssourity of the assetB of a limited concern unless 
it is backed by the personal security of the agents themselves. We have heard 
different statements about this. We have been told in some placcB that on hypothe¬ 
cation they do not want collateral security. In another place we have been told that 
the collateral security of the Managing Agents as well was wanted. Your knowledge 
must bo very wide in this respect and 1 should like to ask what is the actual faot. 
If the goods are hypothecated, is collateral security demanded 7 

A. Take the Imperial Bank. It is well known that the Imperial Bank is prevented by 
its bye-laws from advancing on anything except two signatures—first the mill company 
signing through its Directors and secondly the agents. The Imperial Bank cannot 
m ike any change. They have to insist on it. I have not heard of many advances being 
mvle in Bombay to mills on anything less than the mill’s own signature plus the agont’s 
personal signature. 

Q. Do you k.iow of any caso in which goods have been hypothecated 7 

A. Many. 

Q. If the goods are hypothecated are two signatures necessary ? 

A. Yes. 

Q. You mean hypothecation pluB the signature of the mill 7 

A. A mill whioh has not got its own finance will mortgage its goods. Supposing the 
cotton market goes down and there is a deficit. The question would be what are they 
to get in case of a deficit 7 Therefore they want somebody who will make it up. I admit 
it is very conservative finance but in very few cases only the agent’s signature is done 
away with. 

Q. Do you know that other banks also do it ? 

A. As far as I am aware. 

Q. That is evidently the rule in Bombay 7 

A. Yes. I know in the Tata Industrial Bank they did so. The Bank is now no more 
and therefore X oan speak of it. There may be isolated exceptions but on the whole 
this is the rule. 

Q. We have been told in some places that money has been advanced. 

A. Without the Agent’s signature 7 

Q. Yes, and by the Imperial Bank too. Probably this is the rule in Bombay. 

Mr. Subba Rao .—I would like to ask you a few question about the effect on the 
market of sales by weaker millB. In the first place I want to make quite sure which 
class of mills you call weak—one that has got a lot of water in its capital which as 
you say hurts nobody but the shareholders or which has got a heavy debt charge 7 
Which of those is likely to depress the market by forced sales 7 

A. Of oourse a mill which has a heavy debt and has no finance of its own. Naturally 
the other one only effects its own shareholders. 
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Q. Therefore it is possible for a mill which is overcapitahsod and which has no 
debt chargo to be selling at normal prioes ? 

A. It is absolutely possible. I would not suspect that they wore selling at 
anything but normal prices. A mill which has no debt charge has. no reason to sell 
at anything but normal prices—certainly not at abnormally low prices. 

President. —Is it Jikely that a mill which is overcapitahsed would be without a 
debt charge ? 

A. It does not necessarily follow. Because, a mill changed hands at 60 lakhs in 
1921—that may be worth only 40 lakhs in 1922—but if that mill since that year 
made only half a lakh there is no debt on the mill. But still the mill is over¬ 
capitalised. 

Mr. Subba Rao .—There is no necessary connection between water in the capital and 
a debt charge 1 

A. No. 

Q. Then about tho hereditary character of managing agencies. You defend it 
by saying that a number of families have put themselves to considerable Iobs to 
maintain tho mill. Now, is that a desirablo condition of things ? 

A. Very. 

Q. Is it good for an industry to be dependont after all upon the charity of these noble- 
minded families ? 

A. There is no charity. It is pure business. 

Q. But you are saying that they put their private fortune to sustain a failing 
business. That surely means that shareholders are dependent on the good-will and the 
philanthropy of the Managing Agents. 

A. It is not philanthropy at all. They put their privato fortunes at the back of 
tho mill’s business in a most successful manner and they have prevented the industry 
going down. 

Q. That is the point. That is what I wanted to know. 

A. I can give you instances. 

Q. You are saying that tho industry would have gone down but for the support 
of private fortunes. Did they help as shareholders or aB Managing Agents ? You 
are saying that tho Managing Agents have put into the business funds which might have 
been employed elsewhere, evidently, is that your suggestion ? 

A. My suggestion is only this, that those who oriticise the managing agency 
system have overlooked tho fact that these Managing Agents even to day have 
justified tho system completely. But for that you would have had several mills going 
into liquidation bofore now. 

Q. You speak of normal sacrifices. We justify any system of organisation by its 
sooial utility on the one side and also by its gain to private individuals. You are 
saying now that tho industry is allowed to continue not because of its economic 
justification by turning out profits, but at the expense or sacrifice of certain individuals. 
Is that after all from the social point of view desirable ? 

A. Why social ? 

Q. The community’s point of view. 

A. Take it from the eoonomic point of view. 

Q. Is it economically justifiable ? 

A. Absolutely. In the conditions in which the industries have to be worked in 
India it is the only salvation of the Indian pubUc. Where you find that avoidable 
lossos are being put on or avoidable strains are being put on an industry it is the 
only bulwark that people who havo a stake in the industry say * We are going to 
Btand or fall with the industry ’. 

Q. It is a loss. You speak of sacrifices. The Managing Agents should not be 
called upon to incur these losses ? 

A. They would have no impetus to incur losses. 

Q. A system that requires tho support of private fortunes in this manner, does it 
not stand 3elf-condemned ? 

A. No, I should think it is one of its strongest points. 

Q. But has it a moral justification ? 

A. Yes, it has a strong moral, commercial and business justification. 

Q. I leave it at that. 

A. I know so much about tho sacrifices made and the way in which the industry 
has been saved. You would but for tho Managing Agency system havo had 30 millB 
in Bombay in Uquidation to-day. 
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Q. I am speaking of the hereditary character. 

A. The agency system goes with the hereditary system. 

Q. Not necessarily. X understand in the case of an important firm in Calcutta 
the foundor' made an express condition that no member of the Managing Agent’s family 
should be on the Managing Board after him. It iB a very important firm. 

A. It is very exceptional. There must be some very special reasons for it. 

Q. It is hard upon a family that has made some money to involve it in the losses of 
the industry if they can avoid it. 

A. May I put one question. I am only putting the question because at will 
mako things clear. Supposo a firm of agents consists of three or four partners, take for 
instance the firm of McLeod and Co. Surely you do not disapprove of a company 
having 30 or 50 years agreement. You would not, because thiB is so ail the world 
over. 

Q. I would limit it to 30 years at the outside. 

A. Very well, at the end of 30 years that agreement is renewed unless there is 
some special reason. That is the ordinary course. It happens in every industry. 
What guarantee is there that during the 30 years—though there may be the best of 
able men for the first 10 years—they will not take on any second rate or third rate 
man who knows nothing about the management of the industry. 

Q. There is no guarantee. 

A. Therefore, where I spoke of the hereditary part I spoke of certain criticisms 
which were made in Bombay. You run the same risk with a firm as with a family. 

Q. I do not quite admit that, because the field of selection is narrower in the latter 
case. 

A. It is at the discretion of the main partner in the firm. He may take the right sort 
of man or not. There may be an error of judgment. 

Q. An error of judgment is somewhat different from the play of family affections. 

A. Surely there arc very few firms who do not take outsiders. I know one firm 
hero where they have not restricted it to the family. One of the best known persons 
in all India is a partner in that firm. 

Q. I was merely doubting the possibility of tho transmission of the ability in a 
family as a necessary sequence. 

A. It doss not necessarily apply to the family. If you want you can modify it—-family 
and firm. When I drafted this I had in mind a certain criticism which was at one time 
made in Bombay of the system. It need not necessarily be a family—family and firm. 

Q. If a family has possession of a firm it makes no difference ? 

A. What would you say to Morarji Goculdas and Co., having three sons and Sir Dinsba 
Wacha as partners. The family bias goes away. You cannot have a better person than 
Sir Dinsha Wacha. 

Q. Can you guarantee similar absence of family bias in all these agencies ? Is there 
not a probability that a father who has made a fortune will like to pass on the agency 
to his son or nephew, who may not be equally competent ? 

A. Well, it has been found by experience that where the son or the nephew is a minor, 
efficient people are engaged to carry on. And where it has been otherwise I say that 
the samo might have happened in the case of a firm instead of a family. 

Q. But there is less chance of it. 

A. The system has proved so useful and valuable that I would not recommend achange 
very lightly to tho millowners of Bombay. 

Q. Then in answer to Question 62, you speak of the financial help given to the indust jy 
in Japan and you say that the banks there, t.e., in Japan do not believe in forced BaleB or 
in demanding immediate repayment when a firm is in difficulties. The suggestion is 
that this has been done in India. 

A. The suggestion is that in Japan they have an industrial bank whioh locks up capital 
for a period of years and helps such concerns to carry on or to prevent them falling. In 
India we have nothing like that. 

Q. You had an industrial bank here. 

A. Yes ; but you know what happened to it. The enthusiasm of the shareholders was 
so great to ensure that the management was most efficient that it helped the transfer 
of that bank to another one. 

Q. Wc need not take up the history of one particular concern. 

A. That was the only concern ; and you referred to it. 
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Q. I want to know what you suggest further. If it had been a failure, what can be 
done to enable the industrial concerns to get on ? You suggest an Industrial Bank in 
the country supported by the State ? 

A. I think the State should at best keep out. 

Q. I thought you were saying that the State ought to be doing this. 

A. I think thoy have got enough for tho next few years. 

Q. Industrial finance need not bo an activity of the State ? 

A. I don’t think the Government of India could do that. 

Q. Not directly, but in the form of aid to tho bank ? 

A. I personally think they have got enough work in all these knotty problems. 

Q. I^ou would however develop the industrial department of the Imperial Bank or a 
Central Bank ? 

A. Central Bank ? 

Q. Central Bank in the sense of an institution which acts as a banker’s bank. Or would 
you propose a separate Industrial Bank of India to take up such functions ? 

A. Personally I do not expect that the Government would be able to do much in this 
direction for various reasons. 

Q. I am not speaking of the Government of India, but merely of an institution. 

A. A Government institution, I presume ? Or private ? 

Q. Suppose you had in the country a Central Bank, a sort of bankers’ bank ? 

A. But that is a Government institution. 

Q. Is the Imperial Bank a Government institution ? 

A. To-day, yes, very much. 

Q. Would you expect a bank like that to develop the industrial side to give facilities 
or would you be in favour of a separate Industrial Bank for this purpose f 

A. At the moment I would not like to commit myself to any Government interference 
in matters financial. I would rather not say what action Government should take 
regarding Reserve Bank and other questions. 

Q. In any case you feel it is a serious difficulty that the industrialists do not get adequate 
finance or finance of any kind in order to carry on their operations Y 

A. I think I might say that the Imperial Bank has done very well for industries under 
the present circumstances. That is my conviction. 

Q. Then, which banks do you refer to here ? You say “ and the banks there do not 
believe in forced sales or in demanding immediate repayment of money as soon as a concern 
is found to be in difficulties.” 

A. Every bank has to do that, because there is no Industrial Bank which has Govern¬ 
ment support. 

Q. You mean the commercial banks ? 

A. Yes ; what elao can they do ? They must at the end of the agreement period, what¬ 
ever it may be, insist on repayment. It is not the fault of the bank here. 

Q. It is the fault of the system ? 

A. Yes. 

Q. Would you set it right by a provision by which money can be lent for longer terms 
or by developing a new institution altogether ? Which way is your mind working ? 

A. My own mind is now concentrated on what the Government decides on the problem 
before them. I am not prepared to say that the Government should take up anything 
more until they take a right oourso regarding the correct currency policy. I am afraid 
I cannot go beyond that for the present. 

Section VI 
Costs of Production 
(6) Raw Material 

President, —I think you propose to deal witli the question of raw material in a different 
oapacity, do you not. Sir Purshotamdas ? 

A. Yes. I am appearing before you on the 29tb instant as a representative of the 
East India Cotton Association and perhaps it may be convenient to you also to examine 
then on this point. 

Q. One point in regard to your reply to Question 62. You say “ The suggestion 
that the prices at which ootton is purchased by Indian mills are higher than the prices 
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paid for cotton for export requires explanation.” Mr. Madon who is coming before ub 
this afternoon has told us in his writen statement that “ Japanese or European spinners 
do frequently get cotton at appreciably lower prices than the level in Bombay. This iB 
due to competition between merchants who accept lower prices according to their own 
views of the market. It is clearly impossible for any Bombay mill to do the same.” 
Could you explain that from your own point of view ? 

A. The first sentence of that paragraph of Mr. Madon’s reply confirms what I have 
said. Then I think ‘‘ spinners ” may be a mistake for “ shippers.” He means that they 
generally buy upcountry at a moment when the pressure to sell there is keenest and the 
mills are not perhaps able to buy at that identical moment. Therefore, what happens 
is, if I understand him correctly, that these people are able to secure their cotton when 
the market is at its lowest and if the mills do not happen to be buyers at that identical 
moment, there may be several reasons. One is that they have not sufficient finance 
available at that moment or they oannot sell manufactured articles at that moment and 
therefore are not able to pay for cotton, or thirdly, it may be that they have no agents 
upcountry. I do not know which of these handicaps exiBt. But in many cases I know 
the first handicap is very real, want of finance. 

Q. Does it ever work the other way round ? 

A. Yes. 

Q. There are occasions in which the Bombay mills get cotton cheaper 1 

A. Yes. I can give yon figures regarding these. It works both ways. 

Q. You think on the whole there is nothing in it on an average ? 

A. On the average, I don’t think there will be much in it. 

Q. You mention the fact which we had already a certain amount of evidence on. You 
say in ‘ ‘In Japan the mills have further facilities of hedging in the sampin (yarn) market” 
Have you any views on the question of establishing a yarn exchange here, Sir Purshotam- 
das ? 

A. I have not considered it. 

Q. I wish yon had. Possibly the Millowners’ Association will bo able to throw some 
light on the subject. 

A. 1 have not been to Japan and I am not so much in touch with the yarn and piece- 
goods trade as with cotton and therefore I would not take up your time by giving you 
information which may not be accurate. 

Q. You do not consider. Sir P irshotarndas, that the present depression in the industry 
can be attriouted to the cotton prices higher than those now prevailing ? 

A. There must be a certain amount of cotton always on hands of mills and a fall in 
is prices must naturally add to the loss owing to the fact of the cotton having been 
bought at a higher rate. But what happens is that several mills of late did hedge their 
ootton holdings by hedging in Bombay or Liverpool, especially as it became known that 
a big crop was ooming in. In the last five years they had some loss but that is 
inseparable in the nature of the industry. 

Q. So far as the effects of the falling prices are concerned, do they not contribute to 
depression ? 

A. There the Indian mills are not in an exceptionally had position as compared with 
other mills. 

Baja ffari KUhan Haul .—You say “ the deflationist policy of the Government is 
probably the direct cause of the falling prices I just want to understand what you 
mean. It might have restricted trade. But the falling prices which are due to other 
circumstances have led to the losses. 

A. Yes; that is quite true. But the other circumstances which bring about the 
fall in prices are accentuated by the deflationist policy of the Government. To begin 
with, there is worlu wide deprssion from which India cannot be free. To it you add a 
deflationist policy and appreciation of the rupee. Both go in the samo direction. 

Q. It makes the depression worse. It is not the direct oause of tho falling prices. 

A. If credit is restricted, the prices would fall more because the buyers would be less. 

Q. YeB; that would be only one cause. 

A. A very substantial one. 

Q. I understand you ascribe it mainly to the exchange. 

A. My answer is “ The deflationist policy of the Government is probably the direct 
cause of the falling prices Of oourse I mention first that the world factors contribute 
to it. In addition to them and the local factors, the deflationist policy accentuates the 
effects. 

Q. You mean it is an additional cause ? 

A. A very bad additional cause too. 
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Section VII 

Suggestions as to remedial measures 

President .—We now come to the last section in which you express no views on the 
main point. You say “ If the Tariff Board decides that the textile industry needs 
protection Yon begin with a big “ if ”. We wanted your views as to whether you 
consider there is need for protection. 

A. We are awaiting your report. 

Q. Our report lias to be based on the evidence and the evidence of people like yourself 
is obviously essential if we are to come to any conclusion. 

Raja Hari Kishan Kaul .—Do I understand yon to mean that if the exchange is fixed 
at Is. 44 ., no protection is necessary ? 

A. I did not say that. 

Q. You said there were three alternatives, the first being the fixing of the exchange 
at its true level. The second was putting on an additional import duty and you said 
that if the first alternative was accepted the others were not necessary. 

A. What I said is this. It is said there are two things, a bounty or protection and 
something else. I say, why restrict yourself to these when you have an easier method 
by whioh you can achieve the object appreciably ? If you find that the exchange question 
will substantially do awuy with the demand for protection, why go to these other two t 
That is what I say. I do not say that exohange will do away with this. 

Q. I thought that it was the reason why you did not express an opinion. 

A. It is because I got out of touch with the mill management since 1020 when we sold 
our last mill and fdo not feel myself competent definitely to tell you whether protection 
is justified or not. I cannot express an opinion except in the way in which I have done. 
I know it is not of much use, Sir. But I am afraid I cannot do anything more. 

President .—There are one or two points which arise with reference to Question 106. 
You say, ‘ I believe that the rise in price would be temporary, because ultimately 
the internal competition of the Indian mills, and increasing efficiency resulting therefrom, 
would lower costs of production and selling prices But is there any reason to believe 
that protection would result in increased efficiency ? Might it not have exactly the 
opposite effect ? 

A. No, Sir. I believe and I take it for granted that in giving protection neither you 
nor the Government of India would give protection on the extravagant side. I take it 
that at best it will be just adequate. 

Q. There again, you expressed the opinion earlier in the day that there is no good of 
giving half-hearted protection. Therefore if you are going to give wholo-hearted pro¬ 
tection, it should he on the extravagant side. 

A. Not necessarily. Tt may be only adequate. No Committee or no Government 
does give extravagantly. They may take extravagantly but they don’t give extravagantly. 
If the Government of Indio givo adequate protection, it is more than India can expect. 
I have no apprehension on the score that the Government will be extravagant. Very 
far from it. They have still to earn that reputation. I mean any Government in the 
world. I take it for granted that the best that can be done is granting adequate protection. 
It is when there is a bcora that people are indolent. Butin normal times when they are 
making C or 7 per cent, they try to make it 10-11 per cent, and there the efficiency comes 
in. When the industry is reailv being squeezed, it cannot be efficient. Then wrong 
oconomy comes into force. For proper efficiency you want the man or the industry 
to bo living and living decently. No increase in efficiency can be looked for in times of 
stress. I therefore believe that it will only come when normal times or what are looked 
upon as normal times return. When adequate protection is given, that is the only time 
when efficiency can be revived. 

Q. Then you go on to say in the same reply that the ‘ increase in the cost of living 
would not be large enough to cause material hardship to the consumers But on the 
other hand you would be imposing that increase in the cost of living of the consumer 
at a timo when on your own showing his buying power is reduced by 121- per oent. 

A. That is the ordinary eanor. of protection. Protection can be justified on this, 
that while it adds to the burden of the consumer for the time being, it will, when it has 
run long enough to have itB full effects felt, make up more than the sacrifices which it 
has entailed. Regarding buying power, I am afraid I have woried you enough. But I 
fear that whatever you may recommend will never be of any good unless you set right 
the first artificial wrong which is at present being done to the industry. That is my 
conviction. Set the exohange right and then whatever protection is necessary will be 
comparatively muoh smaller and may be needed for a much smaller period too. 
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Q. Then in your reply to Question 116, you support the proposal of the Millowners 
Association in principle, that an additional per cent, should be given to enable them 
to provide for depreciation. But surely when you are comparing the two rates, the 
rate at which they can sell their goods and the rate at which their competitors can sell, 
you are already including depreciation. On the other side, the Japanese profits enable 
them to set aside sufficient for depreciation. Therefore, if you give sufficient protection 
to put matters right, are not you counting depreciation twice over ? 

A. I therefore say ‘ in principle’. I have not gone into the calculation. I knew that 
even if I got the calculation front the Millowners’ Association, I may find it difficult 
to understand it. I support the proposal in principle. Supposing the Board came to 
tho conclusion that protection was called for, the next thing would be, to what extent it 
should be given. In order to ensure adequate protection, you have to allow for deprecia¬ 
tion in your calculation. To that extent only I support it, that it should be included in 
the calculation. Not beyond it. 

Q. Not necessarily in tho form put forward by the Millowners’ Association ? 

A. No, because I have not been able to go into it. 

Raja Hari Kishan Kaul .—You propose that a general reduction in freight would 
no doubt help the industry. In answer to Question 100 you Bay ‘This is hardly a 
feasible proposition. If a goneial reduction is not possible, what would you think of 
a suggestion which has been put before us that freights from centres of production 
to the principal markets should be reduced f That is, if freights cannot be reduced 
generally, the suggestion is that some reduction in the rates from manufacturing 
centres to the principal markets should be made. 

A. But would not that be a general reduction for that f What I say here is that discri¬ 
mination in the matter of railway freights will lead to complications. What I had in 
mind was that cotton booked to a mill should not go at a lower rate of freight than cotton 
booked to a merchant or for export. That will lead to complication. 

Q. Cotton booked to such and such place or cloth booked to such and such place, say, 
Cawnporo or Nagpur, should be so much. That is the suggestion. 

A. It would apply to cloth booked by anybody to anybody f 

Q. Yes, as long as it is booked from that particular centre. 

A. And then whether it is imported cloth or locally manufactured 1 

Q. It does not matter. 

A. That is the main difficulty. 

Q. I understand the suggestion to be that the freights should be reduced for the export 
of manufactured goods, that is cloth, from the manufacturing centres to the principal 
markets. No distinction was made in their proposal. 

A. Yes ; put in that general manner, it might appeal. But I am afraid the difficulty 
will come up when you tackle tho details. You will find there are so many consuming 
centres and so many manufacturing centres. Again you have to deal with the question 
of the kinds of goods exported. If Ahmedabad imported piecegoods, what kinds of 
goods ? Is it 50 bales of Japanese piecegoods or Lancashire piecegoods ? You have to 
discriminate and it leads to complications, and makes the administration very difficult. 
I would rather not expose the public and tho staff to temptations from both sides. 

Q. Suppose no discrimination is made between imported and locally made cloth ? 

A. Then where is the advantage ? 

Q, The export from a manufacturing centre would b© of the mill-made cloth. 

A. But would not that be a general reduction ? 

Q. It will not be reduction in other things. 

A. It would not be confined only to mill-made cloth. It will be reduction for doth 
from that particular centre. 

Q. Is that what you mean by a general reduction f 

A. Yes, applying to every variety of cloth and every variety of cotton and not to all 
goods in the country. What I mean by general reduction is reduction in one station as 
applicable to every variety of doth without any discrimination. 

Q. Discrimination as to where the doth or yarn came from ? 

A. Yes. 

Q. But you don’t want to apply it to all places ? 

A. If you apply it to all places, it will be better. 

Q. Then you would advocate it for the manufacturing centres ? 

A. I see no objection to it. I think it will be a help. But that would be like a drop in 
the ocean. You cannot give any subtantial assistance. Just a protection of fraction 
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Q. Can you give us any idea of the additional burden on the consumer if the prioes rose 
to the full limit of any additional import duty that might be put on ? Supposing the 
Millowners’ proposal is accepted and 13 per oent. pins 4£ per cent, or 171 per cent, addition¬ 
al duty is put on, what will be the effect ? 

A. I think immediately, generally, the prices go up to that extent. Then they bogin 
to settle down at the point at which there is a demand, and when they begin to settle down 
it takes a little time. It fluctuates and eventually it leads, taking the protection to be 
adequate, to more competition within. When everybody has a little margin they will 
work at the full capacity and you get an inorease in production. And at the end of 
two or three years you might And more people putting up mills. 

President. —Would you not in those circumstances get back to the same state of affairs ? 

A. When more mills are put up ? 

Q. You will get depression 1 

A. Not necessarily. In 1918 when you wero running the Standard Cloth Department 
the figures given were that India manufactured 45 per cent, and the imports were 55. I 
do not know how far India has progressed, but I think it would be safe to say that India 
manufactures half and imports half. So, there is 50 per cent, to be made up. 

Q. But have you got cotton for that other half ? 

A. If India has not got cotton she will importit. India has been known to be importing 
African cotton, Egyptian cotton, and this year under exceptional circumstances she is 
importing American cotton. Butlthinkshccaneasilyout ofherown cotton production 
go up by another 20 or 25 per cent. 

Raja Hart Kishan Kaul .—At the time when prices have risen to the full extent of the 
additional import duty what would be the additional expense to the consumer. Would 
it be 17J per cont. ’ 

A. Not necessarily. 

Q. Various estimates have been given to us of what the additional burden would be. 
Can you give us some idea of what the additional burden would be ? 

A. As I say, the prices are quoted at the full excess of the protective duty the dae 
after the protective duty is imposed. Then when it is found that people are not frey 
buyers at that, they are slightly reduced, and you come to very nearly half of that. 

Q. You think it will be half of it ? 

A. That is roughly what I think would happen. 

Mr. Sitbba Rao.-- In answer to Question 96, you generally depreoate exemption of 
machinery and mill scores from certain duties in order to enoonrage the mill industry 
Would you not make an exception in the case of dyeing stuffs assuming there is no 
competition between imported dyes and local production. In that ease would it not 
be of some help to import dye stuffs without any duty ? 

A. Well, I am afraid T do not know whether any imported dyes compete with our local 
dyes or not. I could not tell you, but if there is any such competition.... 

Q. So far as I know you do not get very much. We have not got very much of indigo 
now either. 

A. Indigenous indigo is of course a thing of the past now. So I should see no 
objection to it. It is 3ubjeot to my not, knowing the actual facts very accurately. 

Q. You made a suggestion just now that India could manufacture yarn and cloth on 
a basis of imported raw cotton. Do you consider that could be done on a large scale t 

A. Well, in 1914,1 know several mills were doing so successfully, and certainly nobody 
would say that the times were abnormal theft. 

Q. What kind o£ cotton 1 

A. African cotton. 

Q. Was it a very large amount ? Even now it is only 16,000 tons. 

A. Yes. It is a substantial portion of the cotton crop grown in East Africa. 

Q. But is it a substantial portion of the cotton used in the mills ? 

A. It is not more than that because the demand is not for it. I think India could do 
more. 

Q. Failing Uganda, is it possible to use any other cotton ? 

A. I may say I am optimistic brought to think that with the experiments Government 
are making India will grow better cotton. 

Q. But, thinking of the immediate possibility ? 

A. I am not looking out for anything in the immediate future because in the immediate 
future we have got to get over a good deal of the handicaps we have. I am looking ten 
years ahead, and I think India then wil be able to produce a good deal through the 
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assistance of these various experimental farms and this Central Cotton Committee 
which is spending at the rate of 7 or 8 lakhs a year on research. 

President .—Is there an import duty on raw cotton ? 

A. No import duty, that is barring the development duty of Re. 1 a bale. 

Q. On raw cotton coming in ? 

A. Yes. A lakh and a half of American bales coming in will pay 1 j lakhs to the Govern¬ 
ment of Bombay. 

Mr. Subha Rao .—In answer to Question 118, you suggest the introduction of a system 
of negotiable warehouse receipts. That seems to be an entirely new system 1 Isn’t it f 

A. Yes. 

Q. The system of warehousing of cloth and of cotton ? Which are you thinking of ? 

A. I think your question refers to cloth. But there is no reason why it should not apply 
to cotton, which only means an organisation on a new basis. 

Q. It contemplates a new organisation J 

A. Yes. 
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Witness No. 60 
Mr. B. F. MADON, BOMBAY 

Written Statement dated 9th September, 1926 
General Remarks 

It is my considered opinion that the present depression in the cotton spinning and 
weaving industry as also in various other industries in this country whioh depond on India 
itself for their principal market, is very largely due to the changos in the rates of exchange 
between this country and other countries as compared to the pre-war parity. In the 
oase of those countries whose currencies have depreciated as against pre-war, the 
industries of such countries find the capita! cost of their concerns reduced in terms of 
gold, the capital debts, if any, also reduced, and to that extent they are ablo to compete 
more favourably with countries whoso capital costs and debts in terms of gold remain 
constant. The effects of such depreciation are more immediately noticed in the working 
charges of such concerns, because while such ohargos romain constant in terms of currency, 
they become muoh lighter in terms of gold. The same applies to the annual bill for 
wages whioh the workmen are content to accept for the samo amounts in currency as 
before depreciation set in because it is very hard for the masses of the people to understand 
the effects whioh exchange has in reducing real wages until the difference becomes too 
glaring in the shape of higher prices of the neccssarios of daily life. Therefore, in countries 
where the depreciation has not gone very far, the work-people continue to accept the 
same amount of currency and to that extent the employer savos (in terms of gold) on 
the oost of his manufacture. Then again depreciation is a certain percentage of the 
capital cost in terms of currency, and this again is lowered in terms of gold where currency 
has depreciated. If tho balance sheets and costs of a cotton spinning and weaving mill 
are analysed from this point of view, it will at once be seen that depreciation of currency 
gives a very important advantage to tho country with such currency as against the 
country whose ourrcncy is at gold parity. I have tried to develop this phase of the 
problem in my work called “ Exchange Fallacies Exposed ” pages 136 to 148, and of 
which I havo already submitted a copy to your Board and would beg a reference to the 
same. 

To take a concrete examplo, lot me assume two countries whose ourrencies are both of 
them at par and a mill in each is capitalised at £100,000. Suppose country A remains 
at gold parity and B depreciates 20 per cent., the effect would be that the capital cost of 
tho mill in country A would still remain £100,000, while the capital cost of tho mill in 
country B will have been written down to £80,000 in terms of gold. There is, of course, 
no actual writing down in practice, but the effect comes in the dividends that have to 
be paid. Assuming that 10 per cent, is considered a reasonable return on such a venture, 
then the mill in country A must distribute £10,000 in order to keep its shares at par. 
The mill in country B distributes the same amount in ourrcncy as bofore, but it will 
represent only £8,000 in gold, and to that extent make it easier for it to compete with 
the concern in country A, because it could afford to do with £2,000 less profit. If both 
these concerns had a dobonture debt of £40,000 at say 7 per cent., then the mill in A must 
earn £2,800 to pay this debt, while the mill in B will only need to earn 20 per cent, loss 
because the debt stands on its books in currency, and the interest will also have to be 
paid in ourrenoy, and the currency was depreciated by 20 per cont. The same argument 
will apply to all other items of cost which are more or less fixed in terms of curroncy. 

The above would apply to the oases of Manchester as against Japan when England 
wan very near gold parity and Japan was at a discount of about 20 per cent, and will 
explain how it was that Japan was able to make such headway even against Manchester 
in the past two years in certain qualities. 

If we now consider the case of a country like India whoso currency has been 
appreciated by 12J per oent., the results are much more serious. Taking the above 
example again and assuming again that they started on compoting terms a few years ago, 
the position will be that the cost of the Manchester factory remains at £100,000, that of 
the factory in Japan is reduced to £80,000 in terms of gold, and that of the factory in 
India is increased to £112,600, and Japan thus gets tho advantages that ordinarily accrue 
to cheap capital cost and Manchester is handicapped as against Japan, and India is further 
handicapped against both, and, to a very serious extent, as against Japan alone. The 
same thing applies to their annual oosts, and particularly to labour charges which form 
tho biggest item of cost, apart from raw material. Assuming that each of thoso mills 
was paying £20,000 for labour charges at gold parity, then under the now position, in 
terms of gold, Manchester would be continuing to pay £20,000, Japan would be paying 
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only £16,000, and India would have been compelled to pay £22,600. These figures 
given merely by way of example will show your Board how very serious the handicap of 
exchange is, and I am strongly of opinion that this is at the bottom of the present position, 
and the handicaps on our mill industry imposed by exchange in the shape of artificial 
over-capitalisation of blook aooounts and artificial increase of labour, interest and other 
charges oannot be got over except by writing down of capital or liquidations of concerns, 
and sale of suoh concerns to new buyers at lower rates than the original capital cost, 
and also by reduction of the wages of the work-people. ThiB is why mills are now-a-days 
being forced into liquidation and this is why there was that determined attempt last year 
to reduce wages by 11J per cent. I am personally of opinion that that struggle between 
employers and work-people is bound to arise again in the not distant future until wages 
have also been readjusted to the present artificial appreciation of rupee exchange. With 
these genera! remarks, I shall now try to reply to the questionnaire in more detail. 

Seotion I 
General 

1. The present depression, heing due to such a fundamental cause as exchange, must 
affect all centres, but not to the same degree, as the particular circumstances of each 
concern may enable it to minimise the effects in its own case. 

2. I consider the depression due to the factor of oxchange. 

3. Exchange being the cause, it cannot bo temporary if Government stabilises the 
rupee at 18d. The handicap to that extent will be permanent, it will be temporary to 
the extent that it arises from depreciation of foreign currencies and will last until they 
conic to pre-war parity. This is now possible with Japan in the near future, blit not 
with France, Belgium or Italy who can only stabilise at a new rate, and the adjustment 
of wages and other costs in each such country will take a considerable time after suoh 
new rate is stabilised. 

4. I consider the question misconceived. It is not the margin between the prico of 
cotton and finished goods that is the real difficulty. The real difficulty is the twisting 
up of costs and charges through exchange manipulation. 

6. I do not think cheaper raw cotton will mean prosperity, because it will further 
impoverish the principal customers of the local mill industry. 

7. The mill industry has been reasonably prosperous in pre-war days both with high 
and with low prices of cotton and of goods. The depression to-day is, to my mind, really 
due to want of confidence in the stability' of dealers and others which has been brought 
about by exchange manipulation and deflation of currency and the tightness of the money 
market which accompanies suoh manipulation and the withdrawal of such funds as 
would otherwise have remained in trading circles on account of the atmosphere of 
distrust that had been created. 

8. I do not agree that the depression is dlie to the fall in the prioe of cloth not having 
corresponded with the price of cotton. 

9. The twisting up of exchange by 2d. has resulted in the prices of the principal agricul¬ 
tural products being lower by 12J per cent, than what they would otherwise be, and 
this exchange manipulation is therefore to a large extent responsible for the reduction 
in the purchasing power of the ryot because his nett surplus per acre is reduced by much 
more than 12J per cent. I am however of opinion that the present depression is due to 
tho difficulties of the distributor and the manufacturer, and the ryot still goes on buying 
his requirements, as he is not yet deterred by the fall in prices, as be is used to suoh things 
and the sowcar still gives him the necessary credit also on the belief that the next season 
would prove better. Tho results of the reduced purchasing power of the ryot are still 
to be felt and will he felt in years to come. 

10. I do not agree with the view that the consumer invests his savings in preciouB 
metals rather than in buying cloth. 

11. No improvement in organisation could get ovor the serious handicaps imposed 
by exchange. The mills were able to do well in pre-war days under similar conditions 
of organisation, etc. 


Section II 

Nature and extent of competition between imported goods and those of 
Indian manufacture 

13. I do not think this has been a serious factor, 

MO X 422—3 
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14. I consider that the lower prices, which depreciated exchange enabled Japan to 
quote, has contributed materially to the present depression by compelling local manu¬ 
facturers to also reduce their prices, and divert their looms to other qualities thus affecting 
the market in those qualities in their turn. 

Section III 
Internal competition 

The only remark I would make regarding this part of the questionnaire is with reference 
to the percentages of imports of foreign goods. I would like to point out that it is a 
mistake to consider that a small percentage oannot have any effect on prices. All experi¬ 
ence of the faots of commerce is in the contrary direction for instance, and over-supply 
of only 6 per cent, in the quantity available of sugar or wheat or cotton frequently reduces 
tho price by 26 per cent, and an over-supply of only 10 per cent, frequently reduces the 
price by 60 per cent, or more. On the other hand a shortage of supply of only 6 per cent, 
raises prices by 25 to 30 per cent, or more, and a shortage of 10 per cent, frequently loads 
to riso in prioes of as much as 100 per oent. and even more. I will only quote tho instance 
of wheat, sugar, rubber, jute and cotton in the last 3 years as examples of the enormous 
effect a slight disturbance of the equation of demand and supply can have on pricos. 
Therefore it will be a mistake to consider that a mere 3 or 6 or 8 per cent, increase in the 
supplies of cloth from a competing country was too small to have any effect. 

Seotion IV 
Mill management 

40. I consider that tho industry is managed with reasonable efficiency and eoonomy, 
and it does not, at least in this respect, fall behind the standards of pre-war days, when 
as we know, it was able to stand its ground against foreign competition and prosper. Nor 
is there any reason to suppose that the management has deteriorated. The argument 
is mainly put forward by thoso who do not understand the disastrous reactions which 
exohange manipulation can have, and who, therefore, fall back on talk of efficiency to 
explain the present situation. England is similarly charged with ineflioienoy in the past 
2 years and unemployment there and practically no unemployment in France, Belgium 
or Italy are put down by many superficial observers to thiB cause when the root cause is 
the depreciated currencies of the latter countries. 

41 to 44. The system of managing agents fills an important need in Indian industrial 
economy. Banking as known in the West is practically unknown oven to-day in this 
country and exchange banks, mainly owned and controlled by non-Indians, cannot be 
expected to finance Indian industries as big local banks do for their own industries in 
various countries. The consequence is that without tho backing of a wealthy and influ¬ 
ential house, it is almost impossible to raise any large amount of capital and it is almost 
equally impossible to finanoe it without the credit and backing of such house. Hence 
the system of managing agent which has helped to bring the cotton industry to its present 
stage of development, and this result has justified tho existence of the system. The 
principal objections to it so far as I can see are two (i) the method of remuneration and 
(ii) the want of technical knowledge in the agents themselves. As for the latter objection 
there is not muoh in it, because many agency bouses have boen doing it for more than a 
generation, and to-day certainly have sufficient knowledge and experience to look after 
the business, with the help of their technical advisers, and it is to be remembered that the 
function of the agents is mainly to provide the finance and look after the morchant side 
of the business, and most of the houses are quito competent to do this. As for the question 
of remuneration, there are two methods, one, a percentage on all purchases or sales of any 
kind made on behalf of the mill, and the other, a percentage on the nett profits of the mill 
with some fixed allowance. The former system was much more common 26 years ago, 
but now-a-days, I believe, the bulk of the mills only pay a percentage on profits. It is 
very difficult to say which is the cheaper in the long run, but the genoral opinion is that 
the percentage on profits is the sounder system, because i* acts as an incentive to the 
agents to see that there are profits. In countries where the agency system is not in vogue, 
it is the board of directors that generally get a percentage of profits. It stands to reason 
that this should be so as you cannot expect capable business men to serve on your boards 
for nothing or practically nothing as the fees amount to a very trivial sum a month. 

Section V 

Millfinance 

45. Except for the few mills which changed hands during the boom period at boom 
prices, there can be no question of overcapitalisation. Therefore, this cannot havq 
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led to the present depression. I do not think there are any important oasis of under 
capitalisation. If the implication in the question is that wherever there are debentures 
it is a case of undercapitalisation, then I think it is a wrong view, beoause so long as the 
plant fully represents the total share and debenture capital, it cannot do any serious 
harm under normal conditions, and in faot by enabling suoh debentures to be paid off 
out of profits reduces the capitalisation per unit and ultimately renders the position 
of the concern far stronger. 

46. I do not think there are many such oases. 

47. Most of the mills had built up their reserve funds also very liberally, and I do not 
take the view that the distribution of profits was unduly liberal, because shareholders 
who take all the risks of losses are entitled to large distributions in good times. The 
present depression is not due to those dividends but to the impossibility of earning even 
a normal profit to-day. 

48. I refer to my remarks under No. 45, and will only add here that the system of 
capitalisation in Manchester is even worse, and it is not unusual to keep shares partly 
paid and depend on short deposits from the public or loans from the banks. 

49. I am afraid the system of deposits is bound to be there until banking in India 
is developed far more than it is to-day, and there are many large local banks able to give 
adequate finance to industries. Even then, it is doubtful if such deposits will go to 
banks, because, in the present state of illiteracy, people naturally have more trust in, 
and prefer to confide their savings to, those men in their communities whom they know 
and with whom they can deal without the red tape necessary in banks. 

50. I do not see anything unsound in a mill investing its surplus funds in a like concern 
of the same nature because it oan much better appreciate the earning power of such 
concern and consequently the profitableness of such investments. I also do not see 
anything wrong in investment in some other industry if the existence of such concern 
is considered, in any way, helpful or beneficial to its own activities. 

61. Prima facie, there must be greater difficulty in mills obtaining finance to-day, 
because the criterion of the financier as to the stability of his borrower would be (1) the 
profits, (2) the dividends, (3) the share values, and rapidly diminishing profits or 
gradually increasing losses seriously affect the value of the stability of the borrower, 
but it is not a cause of the depression but an effect of it and one of the steps in the vicious 
circle brought about by currency deflation. 

Section VI 
Costs of Production 
B. Raw Material 

60. So far as I am aware, the mills in Bombay buy cotton both in the Bombay market 
and from the cotton districts direct through their own agents, and this does not differ 
very much from what Japanese mills do as shippers to Japan, also buy here as well as 
upcountry. lam not aware of any Japanese mills buying direct in the upcountry markets 
in India. As for Lancashire the practice there for American cotton is mostly to buy 
from shippers on “ call ”. This means that they agree to pay a certain number of 
points above or below the quotation for a given month in Liverpool and roserve the 
option to say on what day they will exercise the right to call. The procedure was 
very lucidly explained by Mr. Bryoe.Muir of the Liverpool Cotton Association in a 
speech last year to which I would beg to refer. 

61. I do not think the present depression has anything to do with the so-called 
“ speculative ” purchases of spot cotton because it has been the practice for all well- 
managed mills to secure their staple cottons early in the season in order to be sure of the 
right quality. I am not aware of local mills buying cotton futures as a regular thing. 
The method of “ hedging ” is considered a safeguard against the element of “ speculation’’ 
but even this is not as safe as many laymen Beem to consider it. The word “ speculation ” 
is wrongly used in this connection, because to the layman it conveys the idea of something 
reprehensible. I take it that your Board mean the risk of fluctuations of markets and 
want to know how such risk could be reduced if not entirely avoided. Here, we come 
up against the peculiar conditions of a mainly agricultural country, where there are two 
important selling seasons for cloth and one important buying period for cotton. If it 
was possible for mills to sell an average quantity of yarn or cloth month by month and 
if they oould cover a corresponding quantity of ootton also month by month, they could, 
in that way, avoid the greater part of the risk, but that is impossible. Demand in this 
pountry follows, as it must fqllow, the two harvests, and it is then tffifct the bulk of 
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the production has got to be disposed of. If these seasons aro missed, the mill may 
find itself left with its output unsold. Therefore, it has got to meet the market in the 
seasons. On the other hand, as already mentioned earlier, it has to lay in a stock of the 
right quality of cotton when such cotton comes to market, because otherwise supplies 
of good quality are taken up by other mills or for export, and the quality remaining 
available in the market is not very reliable, and, in any case, purchases have to be com¬ 
pleted before the rains set in, as the selection becomes very poor after that. Under 
these circumstances risks of fluctuations of market are unavoidable because prices in 
this country fluctuate, and fluctuate very widely at times, on reports of the progress 
of the cotton crop in America. However, this kind of risk has always been there even 
in normal times, and has not come in the way of the mills making reasonable profits. 
The mischief in recent years has been that prices of Indian cotton have been artificially 
reduced by another Bs. 50 per candy as against what they would stand at even on 
to-day’s parity with America. 

62. It is not correct to say that Indian mills pay a higher prioe than what is paid for 
export at any given moment. What really happens is that the demands do not coincide, 
and whichever demand is most active at the moment makes the prices. Consequently 
if Bombay mills are in the market when Japanese or European buyers are out of it, 
they appear to pay higher prices than what the others might be willing to do, but as a 
rule it is the prices paid by the exporting interests and particularly by Japan that make 
the market. It may however be mentioned here that Japanese or European spinners 
do frequently get cotton at appreciably lower prices than the lovel in Bombay. This 
is due to competition between merchants who accept lower prices according to their 
own views of the market. It is dearly impossible for any Bombay mill to do the same. 

63. I do not think the present depression due to cotton having been bought at higher 
prices than those now prevailing, and would refer to my replies to previous questions. 

C. Labour 

64. The higher remuneration paid to labour on account of reduoed hours of work 
is certainly one cause of the depression, hut the twisting up of even this remuneration 
by a further 12J per cent, through exchange manipulation is a more serious factor to 
my mind. 

65. I do not agree that there was any unduly liberal distribution of bonus to operatives 
when the profits of the mills in 1917 and subsequent years are considered. The trouble 
really arises from tho fact that human nature rebels against having to give up any advant¬ 
age that one may have acquired even when circumstances change, and tho gotting rid of 
the bonuses in periods of smaller profits was a difficult problem, but it cannot be made 
responsible for the present depression. 

Section VII 
Remedial measures 

A. Suggestions put forward by the Bombay Mil burners’Association 

96. I am not in favour of removing the Customs duty on machinery and mill stores, 
because I think it essential that India should, in course of time, become self-supporting 
in the matter of supplies of both these items. Besidos this the Customs duty on machinery 
only adds a certain percentage to the total capital costs, and will only affect dividends 
and that to a very small extent. As for Btores, 1 understand that some of them are 
already made in this country, and I do not see any reason why other items should not also 
be produced in this country, and would not, therefore, remove such little impetus as the 
present duties may give to the production of various stores in India. The millowners 
can best say what difference it makes to their cost, but I do not think it can make any 
appreciable difference sufficient to justify the sacrifice of the advantage I mention 
of above. 

97. I am strongly in favour of removal of company super-tax, because I consider it 
an unfair double taxation and as tonding to affect the companies standing by reduction 
of the dividends that might otherwise be possible, and also as tending to discouragement 
investment in industries. 

98. I also think that the town duty of rupee one per bale should go. It is acting as 
a serious—and I may even say unfair—handicap to the mill industr/in this city, and is 
also tending to drive away the cotton trade to other ports, where such a duty is not 
being levied. 



3 ? 


100. I understand that the freights now charged are, in many cases, very much higiier 
than in 1913, and must aot as a serious handicap on the industry when it is being advised 
on every hand to bring down the cost of its products to the consumer. 

101. All I can say is that the Japanese Government pays extremely close attention 
to direct shipping facilities and low freights for Japanese products to their possible markets 
and I think this has been a very important factor in the development of Japanese trade. 

102. If the efforts Japan has constantly made in this direction are any guide, Japan 
finds it a very paying proposition to have trade commissioners at all important points 
abroad, and I am inclined to think India would benefit by following Japan's example. 

104. In my opinion there should be a two-fold duty. 

(1) an additional duty of 12£ per cent, on all imports to counteract the advantage 
that the raising of the Exchange from 16d. to 18d. gives to our foreign competitors. 

(2) a duty equal to the depreciation of the exchanges of the exporting countries from 
their pre-war gold par. 

(This may seem too drastic for countries like Belgium, France or Italy. Therefore 
Government might make the parity of, say, 1921 with gold as the basis). 

The second will not affect our most important-competitor to-day, viz., Japan, because 
their currency is now practically at gold par, but they have not yet reverted to a real gold 
standard with free movements of gold, and there is, therefore, still the danger that their 
currency might be allowed to be once more depreciated if it suits the policy of those in 
charge of the destinies of that country. I would like to remark that some of the most 
level-headed Japanese business-men have been themselves urging on their Government 
an early return to the gold standard, but so far without success. 

106. Both the above measures will have to be permanent. The first must be perman¬ 
ent, because it seems to be the declared policy of the Government to put the level of Indian 
exchange permanently 12| per cent, over pre-war. The second will also have to be 
permanent, although it may not be operative if there are no longer any countries with 
depreciated currencies, but it will continue to act as a great B&feguard to the industries- 
of this country against a renewed depreciation of any foreign currencies. 

106. Cotton, the material of yarn and cloth, fluctuates so much year by year that any 
increase due to tho duties suggested above ja not likely to make any important difference 
to the ultimate consumer who will go on buying his few yards of cloth when he needs them 
whether the price is an anna per yard hare or there. Again the total expenditure on cloth 
apart from what may be neoded for important social events, would not be such as to make 
any appreciable difference to the total cost of living of the middle or lower classes. 

(I may add that I consider argument underlying this talk of burden on the consumer 
to be entirely fallacious although it has been frequently advanced in this country and 
elsewhere. If it was true, negroes in tho wilds of Africa, with no tariffs to trouble 
them, ought to be the happiest of human beings and the people of tariff-ridden countries 
like America, Germany or Japan ought to be the most miserable and the most to be 
pitied). 

109. The duty should be levied, even if it increases the price to the consumer, because 
it is of the greatest interest to every one in the country that suoh an important industry 
Bhould not go under, and, as I have already said above, the sacrifice by tho individual 
consumer towards this object will be comparatively trivial and the principle has been 
openly accepted by England in its various 11 safeguarding of industries ” proposals. 

108. I consider that the industry is sufficiently developed in the country to keep down 
prices to a reasonable level through internal competition alone. 

111. I do not think the increase in duty will act as a restriction on consumption. It 
might act to some slight extent in the direction of larger consumption of cheaper 
qualities. 

112. I do not think the position will be as suggested in this question ; qualities required 
by different markets are generally different and the demand for those markets is even 
to-day being fully supplied, and such markets are not at present starved of supplies on 
account of the imports into India. Therefore I do not think there will be any appreciable 
diversion. 

113. At present, yarn is taxed at 5 per cent, and cloth at 11 per cent, and the hand- 
loom industry has therefore an advantage of 6 per cent. In the future the hand loom 
industry will continue to have the same amount of advantage if the additional duties 
are on the linos indicated in my reply to question 104, and, therefore there will not be 
anv new handicap on the hand-loom industry. 
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114. As I understand the meaning of a scientific tariff, it means a tariff levied on 
particular kinds of manufacture in a way and to an extent to encourage that particular 
manufacture in this country. It would consequently mean different rates of duty on 
different kinds of yam or different kinds of cloth to countervail the handicaps, which the 
climate or other local factors may impose on the manufacture of that particular product, 
and the duties would be calculated in a way to give a reasonable profit on the manufacture 
of that particular article, and thereby to lead to the effective establishment of the manu¬ 
facture of such article in this country. To-day the problem before your Board is not a 
question of encouraging the manufacture of things which are already being manufactured 
in this country, but of saving manufactures already established, and able to hold their 
own under normal circumstances. Therefore, to my mind, the question of a scientific 
tariff does not arise. 

115. If the handicaps of adverse exchange factors are removed by additional duties 
as suggested in my reply to question 104,1 am of opinion that our mills will be again able 
to hold their own against foreign competition. 

B. Other Suggestions 

116. I am not in favour of an export duty on cotton because in my opinion such a 
duty will not increase the cost to the foreign buyer, but will reduoe the price realised by 
the Indian producer, and may tend to wipe off the greater part of his profit on the 
cultivation of cotton, and discourage such cultivation. I would refer your Board to 
pages 114 to 116 of my “ Exchange Fallacies Exposed ” for a more detailed explanation 
of the effects of such duty. 

118. There are various directions in which it is possible to inorease the present banking 
facilities to the industry. There are two parts of the problem, one, the financing up to 
the point of completion of manufacture, and the otherthe financing from that point up to 
the time that it passes into the hands of the retail consumer. In countries more advanced 
than India in banking matters, the supplies of cotton or stores are covered by bills of 
exchange at 60 to 90 days sight, and the mill is, therefore, able to keep control over a 
largesupply of the necessary cotton, etc., for its nearfuturerequirements without having 
to lock up capital. This is only made possible by the system of requirements which is in 
vogue in such countries. In India this is practically non-exiBtent, and the Indian mill 
has to immediately put up all the cash necessary for its purchases. Many of the mills 
are able to get a part of the finance by means of cash credits from their bankers, but even 
so a large amount has to he found in their own cash for the necessary margin of 25 or 30 per 
cent. As already explained in a previous question, the conditions governing the supplies 
of Indian'cotton make it necessary to lay in practically a whole year’s supply at least of the 
stapled cottons in the first two or three months, and this necessitates the lock up of very 
large amounts of capital either by the mills themselves or their bankers, and necessarily 
puts a limitation on such financing, becauso even hankers are not able to lock up very 
large sums which would be nonliquid for want of a suitable re-discount market. Every 
mill of any size has also to carry fairly large stocks of cloth on account of the many 
qualities and also on account of their having to wait for the right season for particular 
qualities. This requires further finance, and has to be managed through the same cash 
credits. This position compels mills to insist on cash as soon as the due date comes 
round, because they are daily manufacturing more goods and have to see that their 
burden of finance of such goods is kopt well within limits. The consequence is that if the 
money market position is at all difficult dealers are afraid to enter into forward com¬ 
mitments for fear of having to find money, at a time when the respective goods may not 
have been disposed of by them in their turn. It also restricts the facilities that these 
dealers are able to give to their own customer—the small wholesaler in upcountry towns. 
In the case of imported piece-goods the bank, which carries the bill, carries the goods up 
to maturity, and even after maturity frequently turns it into a loan with a small margin, 
so that the dealer in such imported goods is not as closely pressed for finance as the dealer 
in local goods, and this results in freer dealings in imported goods, because the dealer in 
such goods is confident that the importing office will carry them for him, and allow him 
to take away and pay for a few bales every now and then as he may want them. 

The dealers find it difficult to finance their holdings of local goods with banks, because 
the goods are kept in the respective godowns of the dealers, and loan has to he made on 
the description of the goods as the dealer may give it, and the banks are, therefore, unable 
to lend money freely because it becomes more an advance on the honesty and good faith 
of the party borrowing than on the merchandise itself. In other countries, one solution 
of this problem has been the creation of independent warehouse companies with substan¬ 
tial capitals, who take charge of such goods and warehouse them, and whose warehouse 
warrants are then readily accepted by any bank as collateral for advances. I think it 
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high time that this question should be more closely studied by Government, hbcahsb it 
has a very important bearing on the finance of ail our internal trade. 

119. I am not aware of any such organization of millowners in any country for co-ope¬ 
rative purchases of cotton, machinery, mill stores, etc., or for the standardization of lines 
and prices except for a recent attempt in Belgium. I do not think that this, even if 
feasible, will really solve any of the present difficulties because, the agents, being powerful 
merchant houses, generally get as good rates aB any Buoh organization is likely to get. In 
fact, in cotton, such an organization might even be dangerous, because such an important 
buyer would be very closely watched and would find it very difficult to operate to 
advantage, particularly when supplies may not be ample. 

120. My information is that, up to now, the margin of profit on higher counts haB been 
muoh poorer than that on coarser counts, and unless Government takes action on the 
lines of a scientific tariff to actively foster the manufacture of such counts, it will not be 
possible to hope for important developments in this direction, nor would that be any 
solution of the present difficulties. 



40 


Witness No. 60 

Mr. B. F. MADON, BOMBAY. 

Oral evidence recorded at Bombay on the 2Oth October, 1926 

President .—I propose to leave Mr, Subba Rao to deal with tbe general question of 
exchange, Mr. Madon. But, there are one or two preliminary questions I should like 
to ask. I take it that you would agree that Japan is not now a country with a depreciated 
exchange as compared with India ? 

A. Not depreciated; but India has appreciated. 

Q. You would agree that there is no special reason for discrimination against Japan 
at the present moment on the ground of exchange f 

A No, but with one proviso that, even to-day, Japan has not got itself established on 
the gold standard. It is still hesitating and there is no knowing when it may slide back. 
It is not quite up to par. The par is 24 id. 

Q. 136 rupees per 100 year. 

A. Do not please talk in rupees. There you will again come up against the difficulty 
of the appreciation of the rupee. The best thing will be, if you will permit me to put it 
in that way, to take the currencies of India and Japan both in the sterling value, which 
means gold value. There the gold value of the yen is 24'58if. and today Japan is still 
only at about 24-06 or something like that. It has not yet reachod par and the Govern¬ 
ment is still hesitating. We may take it that no action is necessary to-day but it may 
be again necessary in the future but all such action should depend only on the disparity 
between the gold parity and whatever its actual parity may be. 

Q. You go on to say that ‘ India is handicapped against both, and, to a very serious 
extent, as against Japan alone.’ 

A. When we are talking of the depreciated exchange. The point is. Sir, taking Japan 
with her depreciated exchange even to day, which is abont 3 per cent, below par, and 
when I was writing 1 believe it was 6 or 6 per cent, below par. 

Q. Three per cent t 

A. Say 2 per cent, if you like. 24-58 is the par and if we are at 24, it means -58 
depreciation. Is is roughly 2 per cent. 

Q. You can hardly call that a ‘ serious extent.’ 

A. Not against English currency. But when you look at the 12 J per cent, appreciation 
in India, it means altogether a 14J per cent, difference on account of exchange alone. 

Q. I am not quite clear about the concrete example you give us, Mr. Madon. 

A. If you tell me what your difficulties are, I will try to explain. 

Q. My difficulty is this. You montion the case of mill A in one country and mill B in 
another country and you say that ‘ assuming that 10 per cent, is considered a reasonable 
return on Buch a venture, then the mill in country A must distribute £10,000 in order to 
keep its shares at par. The mill in country B distributes the same amount in currency 
as Before, but it will represent only £8,000 in gold, and to that extent makes it 
easier for it to oorapeto with the concern in country A, because it could afford to do with 
£2,000 less profit.’ 

A. Yes. What is the difficulty there ? 

Q. The difficulty is how does that apply unless they are both buying something in gold ? 
If mill B is distributing 10 per cent, in its own currency and buying nothing from outside, 
is it not then in the same position relatively as regards its own country as the mill in 
oountry A f 

A. We are not comparing, I believe, a mill which is not competing with India. We are 
today considering the case of mills in other countries which are competing with India. 
Then their sales depend on gold prices, not on their own currency ; because outside one’s 
own country, all prices are regulated in gold, whatever it may be in that particular 
country. So the mill in country A and the mill in country B, both will have to realise 
their prices in terms of gold and then those prices will be changed into their respective 
currencies. If a country is on gold, there is no change ; the gold amount is the currency 
amount. If the currency is depreciated, the gold amount is one amount and the 
depreciated local currenoy amount will be a much bigger amount. 




Mr. Subba Hao. —With regard to your general remarks, are you not considering what 
may be called a temporary situation when prices have not been adjusted to the change in 
rates of exchange ? 

A. Is it your point that a temporary situation does not require a remedy ? 

Q. I did not say that. 

A. Unless you tackle that particular point clearly, you will not be able to arrive at the 
right solution. Plague, cholera or any other epidemio is a temporary thing. It passes 
away in three months or six months. But nobody on earth should say that Government 
should not apply remedies for it. 

Q. I am not speaking of the remedy. You speak of certain effects,—gain to people, 
how the people are oontent to accept wages and so on. But all that is a temporary 
phase. 

A. Temporary until what 1 

Q. Until the wages are adjusted to the new rates of exchange. 

A.- Then the assumption is that wages are adjusted ? 

Q. You dispute that ? 

A. I dispute that, because the facts are otherwise. Just take our own country. No 
adjustment of wages has been possible since 1924 in spite of an appreciation of exchange 
by 12| per cent. That is one instance. In Japan there was no adjustment of wages in 
Bpite of her depreciation of 20 per cent, and appreciation back by nearly 20 per cent. 

Q. Surely there was a rise of wages in Japan. 

A. We are only considering the mill industry, I suppose ? 

Q. Yes. 

A. Then I think I can tell you something that may interest you. I am not giving any 
figures that are confidential. The Japanese Millowners are perhaps the most open in 
their transactions and they give more facts in their monthly and yearly publications than 
I have seen anywhere else in the world. This will interest you. 

(The witness handed over a typed statement to the Board. Annexure A.) 

Now I will tell you what it means. The first column is the number of mills that were 
reporting in that particular month. There is a monthly publication by the Japanese 
Millowners’ Association—perhaps you have Beon that—in which they give the number of 
spindles, the number of looms, the output per spindle, the output per loom, the number 
of males and females employed and so on. In that table every month they give the aver¬ 
age wage per man. 

President. —The Economic and Financial Annual of Japan gives the daily average wage 
of labour for a female cotton weaver as • 97 yen, whereas the figure in 1925 is 1 • 25 accord¬ 
ing to your figures. 

A. The figures there would show some kind of change, but they are too general. They 
apply to a great many industries, sheltered and unsheltered. Naturally in unsheltered 
industries the changes in wages are comparatively great. These figures I give are from 
the Millowners’ Association’s Report. So you can take these as authoritative. If you 
kindly look at the table I have placed before you, you will see that in October 1922, with 
an exchange at 26d., the mill wage was 1 -53 and if you oome down to June 1924, with 
an exchange at 23d., you find it is 1 - 52. If you come down still lower, to May 1925, with 
an exchange of only 20d., you will find it is again 1 ■ 53. Then if you come down to Decem¬ 
ber 1925, with an exchange slightly appreciated—21 \i. —it is 1 '5fi, that is even higher 
than in 1922. 

Q. Tho rate does not get adjusted immediately to the ohange, 

A. My point is it has not been adjusted at all. The figures are authentic figures. They 
are not from my imagination. The adjustment may come in five or eight or ten years. 
1 don’t want to say that if Japan gets depreciation for ten yearsjthere won’t be adjust¬ 
ment. My point is that adjustment comes very tardily. When the worker finds that 
his wages won’t go far enough, then he bogins to grumble. 

Mr. Subba Eao. —It was a question of labour knowing it and then secondly, labour 
asserting itself. I was only discussing the general question of principle. The rate of 
exohange is not something independent of the level of prices in the country and the level 
of wages. If the rate stands muoh higher than it ought to, it will go down or there 
will be a rise in wages. 

A. With regard to that, I cannot accept that general proposition, in which you want to 
spread over for a generation of 33 years, because in no reasonably short period, one, two, 
three or four years, does it get itself adjusted. It may interest the Board if I give 
something else. This is also official. This is from the Iteport of what is called the Bal¬ 
four Committee in England on the Survey of Industrial Conditions, published in the Labour 
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Gazette oi August 1926. There is a small note of what they said in their Report and this 
is something that might interest you. ‘ Making these qualifications (which they explain 
earlier) the figures for June 1924 indicated that in New York and Ottawa the purchasing 
power of an hour’s wages in terms of food was roughly double that in London, while at 
the other end of the scale—Rome and Vienna—the purchasing power was less than half 
that in London. The figures for Paris and Berlin were eaoh about two-thirda and that 
for Brussels about three-fifths of the London figure. It is pointed out that the above 
estimates were based on the internal purchasing power and not on the external exchange 
value of the local currencies whioh in some cases have differed materially from their 
internal value. ’ That will have a bearing on what Mr. Subba Rao wants to say, that 
exchange directly affects wages. 

Q. I did not say directly. 

A. You may correct me. What happens is that the internal purchasing power as it 
is called is not immediately adjusted to the external purchasing power, meaning the value 
of the currency in terms of foreign exchange, Sometimes it lags behind six months and 
sometimes six years. I will show you later on from French figures that it has been lagging 
behind for the last eight years. Then the next point Btated here is ‘ such information, 
however, as is obtainable from official and unofficial sources makes it clear that in some 
of the principal European countries with which Great Britain is in competition the gold 
value of wages is lower than that of British wages by an amount considerably exceeding 
the difference in their internal purchasing power. ’ That is, the wages in these countries 
have not come up to the level of the internal purchasing power. They are lower even 
than that. ' This margin of difference may be a factor of considerable economic interest 
since it must operate as an indirect premium on export in the cose of countries with 
depreciating currency. ’ 

Now that is the point that this Board will have to boar in mind. If things adjust 
themselves in 20 or 60 or 100 years it will not help us in a solution of this question. 
Whether they adjust themselves in six months, or a year, is the real point, and I am 
trying to show that it is not the case. Then, if you will permit mo I will show you some¬ 
thing else which shows that these adjustments are extremely tardy. (Annexure C.) 
I tried to work out whether retail prices had adjusted themselves to exohango parity 
or at any rate near that parity. For that purpose I have merely worked out 
the figures of the last six months, from January to June, because the later 
figures wero not available. My figures are from the Labour Gazette and so 
they are all official. I have taken the figures for each month and workod out 
what the French price level ought to be and what it is. The position is this : Against a 
level of 870 as it should be, the actual was only 480 in January. In February, as against 
879 it was 496 ; in March as against 896, it was 497 ; then as against 914, it was 503 ; as 
against 971, 622 ; and as against 1062, it was 544. It is practically half of what it should 
be. The meaning of it is that the retail prices in France are far lower than would be 
justified by their exohange level. I would like to emphasise that it is the real 
price level, the oost of living index, which has a greater bearing on the workman’s 
wages, than the wholesale prices in foreign trade which a workman does not understand 
and does not care for. Now, so long as the retail prices are kept down so low, the wages 
should also be kept down equally low or lower. Because what happens is that in the 
tussle between the employer and the employee, the employer resists the increases of wages 
as long as ho can, so that the wage inorease does not come as rapidly as the rise in the 
retail price level which again is far lower than what would be j ustified by the then situation 
of exchange. If I had my figures for July and August when the French exchango went 
up to the mad level of 250, the discrepancy would be still more glaring. This is for retail 
prices. I have then tried to show how far, year by year, wholesale prices had adjusted 
themselves in France to the wage level. I will explain why I am taking the case of Franoe 
when we aro discussing India and Japan. In the case of minor fluctuations like those of 
India and Japan—comparatively minor—it is impossible to clearly see what happens. 
The case of France is like a study under a magnifying glass where you will see your objeot 
magnified ten times and that is why the thing becomes much clearer to the observer. 
I tried to work out the wholesale priceB. They were all supposed to be at a certain world 
parity. The exohange of France at par is 25 francs roughly. In 1918 with only a slight 
appreciation of exchange, that is 28, the parity ought to have been 233 and France had 
actually come up to 206. 

President. —What do you mean by 233 and 206 ? 

A. I will explain. The French exchange is all the time in relation to the pound sterling. 
What I have taken is this. I took for comparison the wholesale price index of the United 
Kingdom and said to myself ‘ let ub work out on the French exchange and see whether 
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the wholesale prioe level in France has come up very near that. It should be fairly 
close.’ That is what I find in 1919 -210 in the United Kingdom and 206 in France. 
That is the wholesale index number. 

Q. Whose index number were you taking ? 

A. The index number of Franoe as compared with that of England. 

Q. What index number ? 

A. It is from the Bureau of Labour Statistics. The authority will be the same. The 
index number in England was 210. With exchange at 28 in France it should have been 
233 in France, but it was 206. Thus it was better than in England. In 1919 it was 
209 in England, and in France it should have been 340, but it was only 260. In the same 
way, working out year by year, it was in 1920, 373 against 624 as it should be. In 1921 it 
was 306 as against 454 ; in 1922, 297 against 435 j in 1923, 321 against 573. My'point is 
that although it is assumed generally by students of the subject that whatever may be 
the case with retail prices, wholesale prioes do immediately get adjusted to the foreign 
exchange; it is also not quite correct. The wholesale prices do not get adjusted parti¬ 
cularly when the fluctuations are very rapid ; and retail prices, as T have shown you here, 
are very far from being adjusted. Year by year they fall very appreciably behind what 
they should be and so long as that is the case, wage earners in these countries do not 
feel the pinch because they are able to make their wages go a certain way and if not they 
say “ the market has gone up, prices have gone up ", But they do not feel that it is the 
exchange that is doing this, because the working classes in all countries are hardly in a 
position to understand these things. So what happens is that wages do not follow, even 
at a long distance, changes in retail prices and consequently much less can they follow 
the changes in wholesale prices on which we base our whole argument on exchange 
adjustment. 

Mr. Subba Rao. —That is due to the absonce of some organisation 1 When you get 
some organisation on both sides ? 

A. What organisation have you in mind ? 

Mr. Subba Rao. —For example, there have been deliberate changes of wages in response 
to changes in the cost of living index number. 

A. I may again point out that that was also a very makeshift arrangement—not at all 
satisfactory. England tried it in two different ways and both have been found unsatis¬ 
factory. I would not like to take the time of the Board, but I have got the London 
Times Trade Supplement report on both methods. Both have been considered very 
unsatisfactory—one depending on the changes in the cost of living, the seoond on prices 
which the products of that particular industry were able to obtain, and both have boen 
found extremely unsatisfactory. When the prices are poor the wage earners will claim 
that wages should be higher because the cost of living has gone up. When prices are very 
good and the cost of living has not gone up the wage earners will olaim that they ought to 
share in the general prosperity. So it is again a very good thing on paper, for theorists, 
but it is not at all a practical proposition. It has not been found so in England. 

Q. Like all things, when tested in practice, it does not come up to expectations. How¬ 
ever that is a point apart. 

A. Yes, but this will explain why wages were not ad j usted in Japan. 

President. —Have you studied the case of Germany, Mr. Madon ? 

A. Yes, Sir. I am a fairly, close student of all that is going on in commerce the world 
over, but I cannot put forward the German case, because it is extremely complicated by 
their currency debacle. ' 

Q. Exactly ; that is the reason why I put the question to you—whether there is at 
any rate a possibility that the French exchange may go the same way as the German and 
you might not get vour adjustment by that rough and ready method. 

A. In Germany the adjustment was a wholesale fraud on all creditors. Take a mill 
in Germany which had borrowed a million marks as debentures in 1915, and the debentures 
had not been paid up. They fell due in 1923 and that company was able to give one 
pound sterling and say, hero is the money—it was in fact that amount 20 times over in the 
depreciated currency of that day—because £1 was supposed to be something like 18 billion 
marks. So, purposely I have avoided putting forward all these German cases because 
there may be so many complicated issues arising from it, but if you would like me to do bo 
I will just point out one thing that is ourious, and that is again in the Labour Gazette. 
Germany is also oomplaining to-day of unemployment and want of work and so on ever 
since she was compelled to stabilise on gold. But the curious part of it is that their 
wholesale index number is far below that of the United Kingdom, the United States or 
Canada or India, and Germany should beat all the world and get all the export trade 
in its own hands, and it is not doing it. I am simply putting it to you, so that you, 
gentlemen, may appreciate that all these figures on which we base ourselves such as the 
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index numbers of wholesale prices are nothing more than a delusion. When you want to 
compare conditions in the same country for the same artioles they are good no doubt, but 
if you try to compare different articles it won’t hold good. 

Q. I am glad you have brought out that point. 

A. The same argument is being used in very high quarters. 

Mr. Sitbba Rao. —We shall drop the general discussion and oome to the effects of 
exchange as it is now on the position of the cotton industry. Taking your answer to 
Question 4, you say the real difficulty is the twisting up of costs and charges through 
exchange manipulation. Now, would you agree to this extent that the effect of the 
exchange on the industry is due to the fact that while prices of the mill products have fallen 
the costa have not similarly fallen ? That I take to he the difficulty of the industry. 

A. Every item of costs. I would modify it like that. Every item of costs does not 
fall in the same proportion. 

Q. The total has not fallen ? 

A. No. 

President.. —Do you agree that the total has not fallen f 

A. The total has fallen, but Mr. Subha Rao’s point is that it has not fallen in the 
same proportion. 

Mr. Subba Rao. —While prices have fallen the costs of the corresponding output have 
not fallen in proportion. That is the difficulty ? 

A. Yes, exactly. 

Q. Therefore the millowners have got to incur losses, because the expenses they incur 
actually they cannot obtain in the shape of prices which have been pulled down. That is 
the argument. 

A. I am afraid I would not put it that way. No producer is ever able to get prices 
always to cover the costs. So, that is not the way I would put it. 

Q. Is it not the just expectation of a produoer to coyer the expense of production with 
a margin on the price he realises ? 

A. Exactly. 

Q. The difficulty is that he cannot do it. The price he gets is not equal to his 
expenses although expenses have broadly speaking fallen. Would that be a fair way of 
putting it ? 

A. I would not compare with the price at all, because it may be that notwithstanding 
any change in exchange and notwithstanding the oosts being in gold, as they were, the 
millowncr may yet be unable to get his price. I would simply say that certain items 
of his cost have been appreciated against him, and to that extent he is handicapped. 

Q. Let us compare tho costs as they were with exchange at Is. id. and costs with 
exchange at Is. 6 d. Would you say now that the costs at Is. fid. have not come down in 
proportion to the change of exchange from Is. id. to Is. 6d. ? They ought to come 
down by I2J per cent. They have not come down by 12} per cent. ' 

A. Over each item ? Do not put it too generally, because I do not want to commit 
myself to general statements. I would say every item of cost has not come down 
proportionately. 

Q. After all the millowner is concerned with the total expenditure. Is tho total now 
the same as beforo or lower or higher than before ? 

A. In terms of gold it would be higher than before. 

Q. I am just now speaking of rupee prices. 

A. I cannot speak like that. The rupee is most misleading. It is a certain name that 
Government has given to a certain number of grains of gold. I would not use tbe word 
‘ rupee \ I would Bay that in terms of gold the ooBt has increased. That is the correct 
way to put it. The word ‘ rupee ’ is absolutely misleading. 

Q. Are we not selling in rupees and buying in rupees ? 

A. That is the unfortunate part of it. 

Q. Does every millowner when working up his cost convert every item into gold and 
see if he is losing or not ? 

A. That is the beauty of the gold exchange standard. He does not understand. But 
if you state the thing as an expert, you have got to view the question in terms of gold. 
Otherwise it is not the correct way to look at it. 

Q. If you are selling your output in foreign countries, I can understand it. 

A. In Indian markets we have to compete with foreign goods and then all competition 
practically turns into competition in terms of gold. 
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Q. Are not theae imported goods sold here in terms of rupees 

A. If you will permit me, every competing article, Indian, Japanese or Manchester, of 
the same quality and clas3 will compete at a point in terms of gold, and if Manchester is 
content to take Rs. 13-5-0 for that it will lie content because it gets full value. Then the 
Indian mill also will have to accept Rs. 13-5-0, and the Japanese also. The Japanese 
will not. be hurt because they will be able to convert it into their currency. The Indian 
will be hurt because instead of Rs. 15 he will get Rs. 13-5-0. 

Q. Therefore, whereas he got Rs. 15 before he is now getting Rs. 13-5-0, and his costs 
have not fallen 1 

A. Quito. In terms of gold. Because that is the whole thing. It is no use saying 
that the cost has not fallen. Please speak in terms of gold. 

Q. Converted into gold? 

A. Take it that the cost has not fallen in terms of rupSes. 

Q. I want to know to what extent you hold the fall in price of some items has affected 
the total ? 

A. I< think your Committee mig ht, find it out much better than I can. I do not know 
whether you have got the second part of my book. If you will kindly look at page 130, 
I have tried to show there all the items or practically all the items which go to constitut 
the cost of the product, t.e., of a piece of cloth, and I have put down there raw material, 
stores, power, labour, depreciation, interest charges, rates and taxes, insurance and excise 
duty—of course excise is not there now—and then if there is any margin, the last item, 
profit. Now, I oannot give you figures in rupees, annas and pies of each of these items, 
but I would like you generally to see my point. On page 1311 remark that items 1 and 
2—raw material and stores—will he automatically reduced 12$ per oent. 

Q. And they constitute about 05 to 67 per cent. ? 

A. My impression is 50 to 56 per oent-, hut you oan take the figures from the miltowners 
I tried to do it. In one place I did it and I have there taken the actual balance sheet of 
a particular Indian mill—I do not want to mention the name. Then, power oannot be 
reduced, labour cost cannot be easily reduoed—in fact they have not been reduced in 
the last 2$ years. Depreciation cannot be reduced because on the books the company 
has spent 20 lakhs of rupees and it has got to provide depreoiation.at, say, 5 per oent. and 
goes on doing so. Interest charges will not be reduced in the case of debentures. That 
is a long term debt and will be actually increased in the case of .working capital money. 
I have explained later on that interest charge will be increased because the credit of the 
company becomes weaker. Then, rates and taxes and insurance cannot be appreciably 
reduced. 

President .—Why not insurance, Mr. Madon ? 

A. Beoause insurances are on block values. 

Q. The point I was going to raise was whether it is not the case that many of the mills 
are insured or at any rate re-insured with insurance companies outside India, and to that 
extent would not the cost he reduced ? 

A. The rates charged are on so many lakhs of rupees at a quarter or half per cent. 
Supposing I am a millowner and I approach the Royal Insurance Company and want to 
insure a sum, they quote a quarter or half per oent. It does not matter what the exchange 
is unless I write down my block account by 12 J per cent, because the exobange has changed. 
Then I would naturally reduce my amount of insurance ; otherwise I oannot do it. 

Q. I would like to be perfectly clear. You say the premium would not be fixed in 
sterling. 

A. No, it would be in rupees. The basis is so much per cent. The insurance 
premium is so much per oent. If the capital amount is in rupees the premium will be 
in rupees. 

Q. IHs not a3 in the case of life Insuranoe where the rate quoted is in sterling ? 

A. You can ask any oompany to insure for £000 instead of for Rs. 1,000. Then 1 think 
the premium would be in pounds. The risk then will be whether those pounds will cover 
the block account if the insurance money has to be realised. Then I have shown the last 
item—profits. That is perhaps the one item whioh oould be received to an unlimited extent 
and it may even he a minus quantity. Then, if my remarks are considered to be sound, 
the cost of power is not capable of reduction, depreciation is not, interest is not, rates 
and taxes not; insurance might, but as you will appreciate if it is Rs. 25,000 or Rs. 50,000 
for a crore worth insurance, then a little reduction in that will not help the mill very much. 
Then the only two items that we have in whioh any considerable reduction can he made 
to make up for the want of reduction in the other items whioh are inelastio would be 
labour and profits. Now, labour alBo as you all know by experience cannot be reduced. 
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That is why they have to fall back on the last item—profits. The millowners do not do 
it willingly, but, then, economic forces are working, and the one item which oould be 
pressed down is being pressed down. That is why mills are making poor profits or 
losses.. 

Mr. Subba Rao .—You say some items in costs are capable of reduction. That is about 
50 to 55 per cent 1 

A. That is my impression. 

Q. Therefore the 12$ per oent. loss would oome down to about 6 per cent. 

A. Not at all. The loss would not come down like that. Supposing the total here is a 
crore of rupees on all, including cotton, stores and other things. The profit item would bo 
perhaps 10 lakhs j perhaps not. Because I would not like to answer the question in a 
manner which might ultimately prove that I have given a very misleading answer. If 
you say that the total loss is 6 j- per cent, of the gross price. 

Q. Speaking of the cost of production, it does not include profits ? 

A. The cost of production you will have to define very clearly ; we talk in a vague way 
about the cost of production. Sometimes we mean the total gross cost. In thpt case 
we mean the raw material, stores, labour and other charges. So, if you speak of the coat 
of manufacture, that is say, 45 per cent, according to me, of the gross, and 12$ per cent, 
of that. 

Q. I am speaking of the total costs without including profits and then of that entity the 
items that are oapable of reduction come to about 50 per oent. 

A. Yes, put it that way. 

Q. Therefore in that case a reduction of 12$ per oent. ought to work out to 6$ per cent, 
about ? 

A. Yos. 

Q. Therefore the mills just now according to your own calculation have got a burden 
of (1 per cent, as a result of the rise in exchange. Then you mentioned the abolition in 
the excise duty last December. So the present position would be a burden of at the most 
of 2$ por cent. 

A. I doubt that. Bocause the excise duty had practically to be given away to the 
consumer. 

Q. May I in that case read to you Sir Victor Sassoon’s opinion in that matter f Ho 
represented the Millowners’ point of view. It is in answer to a question about the ad¬ 
vantage of Is. 4d. exohango to thomill industry. And he answered, “At the present 
moment as you know, Sir, the excise has been removed and therefore this would obviously 
appear to be a distinct advantage to the mill industry not nocessarily from the point of 
view that they are going to make more but that they Can sell at a lower price by its removal. 
I have worked out tho difference botween the present Is. 6d. rate and Is. 4d. rate as a very 
little less than tho excise duty. So to-day with the excise removed all we are getting 
is I think .03 per cent, advantage over what we would have had if the excise had been left 
on and we had our Is. 4d. gold as we had last year.” 

A. I am afraid unless I have time to go into these figures very carefully I cannot aooept 
that position. But I would put to you generally that if labour cannot be reduced and 
other things cannot be reduced, whatever the percentage, though there is a reduotion of 3$ 
per cent., then the remaining 2$ per cent, where does it come from f From the remaining 
profit. That is why profit is reduced. 

Q. I do not think Sir Victor meant to include profits at all. 

A. I do not know what he meant to include. I point out how I look at it. 

> 

Q. Any change caused by the Is. fid. exchange has been nullified by the removal of the 
excise duty J 

A. I cannot agree to that unless I have an opportunity of going in detail into it. 

Q. I take your figures on the one side and Sir Viotor Sassoon’s on the other. 

A. You say 50 per cent, is the manufacturing cost and 12$ per cent, on the manufacturing 
cost would be 6 per cent. Then you want me to accept that the 3$ per cent, excise duty 
goes off. Then the only burden is 2$ per cent. 

Q. According to your own figures. 

A. Provided I accept your definition of the excise duty. But taking 2$ per cent., it 
can only come out from the last item, profits. It has got nowhere else to oome from. 
Then you will have to get the evidence of the millowners to show what is the ordinary 
margin that they can get. I can tell you this that when doth was supposed to bq 
Re. 1-4-0. one of your members who is a mifiowner..,., 
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President, —We have no millowners on the Board. 

A. Or a gentleman who works a mill—I mean Mr. Majmudar-—is likely to know. 
On 20 annas they wore making 2 annas. To-day perhaps on 16 annas the best mills 
are making 1 or 11 annas or nothing. So 6, 8 or 10 per cent, or whatever is supposed 
to be the net margin goes to make up for the loss on the other items. 

Mr, Subba Mao .—I was not questioning the fact they are making losses now. I want 
to know the actual amount by which the change in exchange has twisted up costs and 
charges, or in other words, has not allowed the cost to come down in proportion to the 
fall in price, 

A. But the excise duty is not there. To-day costs are twisted up on every item which 
is inelastic. Whether you set the excise duty against it or not is for you to decide. 

Q. We are merely speaking of the relative burden on the cotton industry—the position 
somewhere about October 1925 as compared with the present position. 1 do not mean to 
suggest that the abolition of the excise duty should be now set off by anything else.' 

A. As a matter of fact when the excise duty was taken off many mills which had con¬ 
tracts pending were compelled to reduce their contract prices for delivery by the amount 
of the duty. They were not able to get a pie out of it. 

President. —Why was that ? 

A. Because the excise duty was not supposed to be the mill’s profit but something 
Government took. And I understand though I cannot give you chapter and verse 
but I was told by a gentleman connected with a mill that it was part of the understanding 
that the excise duty if at all it came off should go to the buyer and not to the mill. 

Q. I thought the whole object of the Millowners ’ agitation for the removal of the 
excise duty was to enable them to avoid making a cut of liJ per cent, in wages. If they 
had to pass on the 1.1 i per cent, to the consumor I do not see how it could benefit them. 

A. They had the feeling that, the excise duty had to go. They did not appreciate 
that prices had to come down in the same proportion, but that has been the actual result. 
That is why they are still feeling the pinoh. If it was as Mr. Subba Rao put it, then 
most probably the Millowners would not have troubled you. 

Q. There again I should like your views. The Millowners have stated that their 
prices are determined by their competitors, the price at which they can sell yam or cloth 
is determined by the price at which Japanese stuff is coming into this country ? 

A. Yes. 

Q. The removal of the 3 J per cent, duty did not affect the Japanese prices in any way. 

A. It would enable local mills to sell cheaper. 

Q. Quite so. If the removal of the 31 per cent duty was followed by a reduction in 
prices, it would seem that the argument that prices are determined by Japanese com¬ 
petition is fallacious as the Japanese competition had nothing to do with the removal 
of the excise duty. 

A. If Japanese prices had remained where they were. But what happens in such 
cases is that everyone whether a foreign manufacturer or a local manufacturer, everyone 
wants to sell, and most probably the Japanese have had to cut down the price in order 
to .meet Indian competition. 

Q. But was it done ? 

A. After the removal of the excise duty. Until then the position was different. 

Mr. Subba Rao. —At the time the millowners made the promise that they would not 
reduce wages they certainly were under the impression that they would not pass on this 
reduction in duty to the consumers 1 

A. I do not know what impression they wero under. I am not talking of the millowncr. 

I am not a millowner, I am only a merchant. 

Q. If it were merely to be passed on to the consumer it was curious for them to make 
a promise like that ? 

A. Many of them were not economists. Sir. 

President. —There is one more point on exchange that I should like to discuss with 
you, Mr. Madon. The whole of the argument before us seems to me to proceed on this 
basis. We have heard a great deal about depression being due to the Is. (id. exchange. 
Isn’t it rather looking to the future rather than to the past ? My point is that the de- 
pression set in according to the figures furnished to us in 1923. Practically throughout 
the whole of 1923 exchange was not much over Is. id. Therefore I cannot 
quite see. 

A. I will explain if you will kindly give me that book of mine. “ Indian Exchange 
Problem ”, Is. 6d. is merely the result of several years of exchange manipulation which 
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entailed deflation and contraction of currency, and that is one time-honoured method of 
doing these things, and that has been in operation ever since, Imaysay, 1921-22, but the 
effects were not dear in the early days. If you will permit, I shall quote from Professor 
Jevons. In 1922 exchange was not at IQd, gold ; it was about 14gold and then thia 
gentleman came out with a book advising Government to try and stabilise at 16rf. gold 
and then he went on to explain the consequenoes if a heavy fall of prices were to 
occur as a result of this. As you will see quoted on page 35 he says : ‘ Such a tremendous 
fall of prices while welcome enough to those in receipt of fixed incomes would spoil ruin and 
hardship for millions of cultivators, would keep Indian industries in a state of depression 
for several years and would place an undue burden on all debtors including the state 
itself and disorganise the public finances Then, if you turn to the next page, you will 
find him saying ‘ Bankers and financiers, and most business men, disliko the process of 
deflation, because it involves an abnormal lightening of the money market, the forced 
realisation of stocks of goods, and a fall of commodity prices. Loans become more 
difficult to obtain or renew, and at the same time the security of existing commercial 
loans or paper depreciates. Bankers naturally have a very anxious time ; and if they 
do not work in co-operation,and with the support of a central institution like the Imperial 
Bank or if need be of Government, a commercial crisis is possible. In any case, there are 
bound to be some suspensions of commercial firms’. We have seen thousands of them. 
He goes on to say 1 This has always happened in England and Amerioa when deflation 
has set in after a boom. It is, in fact, a necessary pre-requisite to the restoration of a 
healthy condition of markets and trade,” ‘ The whole question is one of degree. 
It would be disastrous to create a first class commercial crisis by any well-meant 
attempt to support oxebange. But, if the hanks have timely warning, and the spirit 
of consultation and co-operation between all parties prevails tho difficult but neoessary 
period of financial reconstruction can be safely passed through, ‘ I repeat that 
the whole question is one of degree. Sir Malcolm Hailey appears to be seized with 
undue alarm at tho possible results of deflation and to under-estimate its positive 
advantages. If over there was a time when deflation was needed, it iB now, 
and I Bee no reason to believe that it will become any easier as time flows on. ’ Then 
he gives a great deal of advice about purging. It is always open to a doctor to say that, 
because the medicine has got to be taken by somebody else. In quoting Prof. Jevons 
I am trying to answer your question. You said that exchange wae I6d. in 1924 and 18d. 
only a year ago, then why did olaim that all this depression and so on whioh we noticed 
even in 1923 is due to 18 d. The answer to that is that it was this process that was going 
on. Government could have stopped with 1 s. 4 d. in 1924 and stopped further serious losses 
to the industry. Whatover happened did happen. Government went on to 18d. So in 
the meantime there was further destruction of credit, destruction of tho financial fabric 
all over the country. It is no use looking at the Imperial Bank’s balances because they 
are tho ultimate reservoir of bankers. When bankers do not want to lend they put 
the money in a safe place. But every dealer in almost every line of business.—I am con¬ 
nected with both export and import business—complains of want of resources upcountry, 
hand to mouth buying, difficulty of collooting money, and all that kind of thing for 
the last three or four years and that is naturally re-acting on the millowners because 
if there is hand to mouth buying, stocks collect in the hands of tho manufacturer. 
There is no other way out of it. 

Freaideni. —Do you consider there would have boon no depression in the industry if 
the rupee had been stablised at Is. 4<f. in 1923 or that stablisation then would have 
minimisod the depression ? 

A. I say minimised, Sir. 

Baja Hari Kishan Kaul. —Did the Japanese cut down their prices by 3J per cent, after 
the abolition of the excise duty ? 

A. It is very difficult to say that, because what happens in trade is that a buyer oomes 
to the Japanese offee and offers, say, Rs. 11; and the Japanese office quotes Rs. 12. A 
few days later the buyer will say I won’t give more than Rs. 11, and the Japanese office 
quotes Rs. 11 or Rs. 11-8-0. So you cannot say that a partioular reduction is due to 
the abolition of the excise duty. If you ask the Japanese merchant he will say that ho 
knows nothing about the excise duty. He will simply attribute it to the result of 
competition. He would not know that it is due to the excise duty. 

Q. We have been told that the Japanese reduced their prices by 3J per cent, when the 
excise duty was abolished. 

A. The prices were reduced. But I would not put it in that way, that the Japanese 
did it with a purpose, as a counter-blast to the removal of the 3$ per cent. duty. What J 
say is that it was the result of the ordinary trade competition. 
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Q. Were not the local mills trying to reduce their prices in order to sell their goods 
in preference to Japanese goods and the Japanese also bringing down their prices in order 
to compete with the Indian mill made cloth ? 

A. The position is rather complicated. It is not that the Indian millowners are trying 
to reduce the prices or that the Japanese prices might cut out anybody. What I have 
quoted just now from Prof. Jevons will show you that when financial conditions become 
difficult and confidence is destroyed, and buyers, whether wholesale or retail, won’t 
operate at all or operate on a minor scale, stocks in the manufacturers’ hands tend to 
accumulate. Then, as they also cannot get adequate finance owing to difficult times, they 
are forced to put their goods in the markets. It is the forcing of the goods on the market 
which is the correct description of the phenomenon and not that intentionally a particular 
mill or a group of mills try to cut their prices, simply to out the Japanese out. The 
Indian merchants and manufacturers are forced to do it by the currency manipulations 
and the consequent money conditions, in order to meet their own liabilities. 

Q. You know the abolition of the excise duty was counterbalanced by the increase 
in wages, so that so far as the middlemen are concerned, they gave away what they 
received from the Government by way of remission, and therefore they had nothing 
up their sleeves to reduce their prices further. 

A. I see your point. 

Q. I want to know how the Japanese have been able to reduce by 3J per cent. 

A. I would not put it that way. I will simply say that when the prices wont down 
here, the Japanese met the competition by reducing their prices. 

Q. Were not the prices going down on acoount of other causes ? 

A. In trade it is extremely difficult to analyse the oausos. It is very difficult. 

President .—You speak of mills being forced into liquidation. Have there been many 
cases of that kind ? Whioh were you thinking of ? 

A. Well, Sir, if you think that out of the existing number of mills unless 60 or 100 
mills go into liquidation, it is not a sufficient number of oases. 

Q. f want to know how many cases there were. I am not taking an arithmetical, 
test at all. 

A. There have been more oases in the last two years than there had been in the pre¬ 
vious five or ten years, and the only period with which you can compare is the period 
from 1897 to 1902 to which the Millowners themselves refer in their first representation,, 
although they do not appreciate that that again was also exchange manipulation. 

Q. The Millowners gave us five cases as a matter of fact. 

A. I do not know which five they have given. 

Q. Planet, Gold Mohur, Jivraj Balloo, Diamond and Hongkong. 

A. That is in Bombay only. Nothing up-country 1 

Q. No. 

A. There are other mills in Bombay that are in comparatively small hands that are 
shut-down. I do not know whether they have given their names. I oan only say this, 
that the only parallel that I know of is the period, 1897-1902, to which the Millowners 
themselves refer in their first representation. 

Q. That Was when Government were making efforts to stabilise at Is. id. ? 

A. Yes. Then the rupee was actually worth lOci. or 1 Id. and Government wanted to 
stabilise at 16d. and for five years, from 1894 onwards, there was that same effort at 
contraction of currency in various ways, or you might put it as refusal of necessary 
expansion, and the time came in 1898 when money could not be borrowed on gold bars 
and it could not be borrowed even at 13 per cent, on Government paper. That is on 
the records of the Fowler Committee. We were very near it in 1924 when the effective 
rate was 9 per cent. But therefrom Government had learnt its business, and so further 
currency was temporarily introduced against deposit of sterling and we just evaded a 
very critioal period. , 

Q. You say ‘ you do not think cheaper raw cotton will mean prosperity, because it will 
further impoverish the principal customers of the local mill industry 1 ; Cheaper raw cotton 
will mean cheaper cloth and would not that stimulate consumption ? 

A. I do not agree with that. .1 know that would be the view to take at first sight, 
that the moment a thing is cheap it will sell more. It all depends whether the buyer 
of that cheap thing has got money in his pocket. If he has no money, he does not buy 
it. Mere cheapness is not the criterion of good sales or an index of good sales. 
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Q. After all the cultivators of cotton are only a Bmall proportion of the total cultivating 
population of India ? 

A. It is 14 per cent, of the total acreage. But it is not merely the percentage of acreage 
that has got to be considered. It is the most important income crop in, I believe, seven 
out of the eleven provinces in India; and when that income is wiped off, what happens 
is that the cultivator who depends on that cash income for his caRh liabilities such as 
assessment, payments to sowcars and other sundry purchases in the bazaar, becomes 
broken and cannot go on. 

Q. Dealing with the question of internal competition you say “ a shortage of 10 per 
cent, frequently leads to rise in prices of as much as 100 per cent, and even more.” 

A. That is a fact. That is a commercial fact. 

Q. I was about to ask you whether, if that is so, and if the Millowners in India were 
to combine and reduce their production by 10 per cent., they could not secure an increase 
•of 100 per cent, in prices. 

A. If they had a protected market—a sufficiently protected market—to prevent 
foreigners butting in with cheaper goods. Because, otherwise, what will happen is 
that on the one hand by reducing their production, the cost per unit .would increase, 
making it more diffioult to sell except at higher prices. On the other hand the 
foreigner will come in. 

Q. It will take some time for the foreigner to fill up the gap. 

A. It would not be difficult as things are to-day. Such things will not take an ap¬ 
preciable time. It is not that the goods should be actually on the shelves of the cloth 
merchants. The moment an import house makes a contract 5 per cent, cheaper than it 
did yesterday, the thing has an effect on the market. It iB not a question of the goods 
coming in physically into the country and going into the shelves of the merchants. It 
has an immediate effect. If it interests you, I may just mention that in 1924 wheat 
prices in America and all over the world more or less in parity went up from 1 dollar to 
2 dollars 16 cents, 115 per cent, higher, and it was found at the end of the year that 
there was no shortage The thing is highly psychological. A small increase or a 
small shortage in supplies has a great effect. 

Mr. Subba Kao .—In answer to Question 14, you speak of mills diverting ' their looms 
to other qualities thus affecting the market in those qualities in their turn.’ Are you 
thinking of any spocial lines V 

A. I may again explain that I am not connected with any of the mills and don’t give 
these facts from an inside knowledge. I only do it as a student of economies and as a 
merchant. Suppose a quality of sheetings or drills is being sold by a mill and it finds 
that that particular quality cannot go because of the competition of some other quality 
that is imported by Japanese or other foreign competitors. Then, it has got to shut 
down those looms and put those looms on other qualities which it is already producing 
and that puts pressure on other qualities. 

Q. Do you know if it is done as a matter of fact ? 

A. Most probably. I am merely speaking of what should happen. I am fairly 
confident that this does happen, because that is the thing which an average mill manager 
has got to think of. Ho has got to think of things that can sell. 

Q. But you are not aware of any specific instances ? 

A. No ; I cannot give you any. 

President .—With reference to the question of mill management, in your reply to 
Question 40, you say “ England is similarly charged with inefficiency in the past two 
years, and unemployment there and practically no unemployment in France, Belgium 
or Italy are put down by many superficial observers to this cause when the root cause is 
the depreciated currencies of the latter countries.” I take it you do not consider that 
that state of affairs is going to continue ? 

A. My point was that for the time being it is so. Here is a report of an expert 
committee employed by the Government of France to recommend what they should 
do for their own currenoy and I will only read a few relevant lines from it. If is from 
the Economist , French Annual Supplement, for July 1926. This French Committee 
•ay—“Trade and industry, it is true, have enjoyed apparent prosperity. Even now 
there is no unemployment, sales are easy, export is active. Many French people are 
living in a fool’s paradise. Enlarged paper profits, in many cases, do not represent 
any real profits at all. The people of Franoe are working and producing ; the majority 
of them, unawares, are growing poorer.” Then in another part of it. Sir, they speak of 
the effect of these things on prices. They say,“ The constant fall in the value of French 
curreDOy ever since the Armistice has only been followed at a considerable distance by 
.ising wholesale and retail prioes ”—I have shown earlier by figures that they have been 
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at a great distance. “ While complicating working conditions, this fact has nevertheless 
made it easy for businesses to extend their sales. Indeed, it has allowed some of them 
to develop abnormally in response to the needs of a home consumption, which developed 
all the more rapidly because of a decline in saving due to the fall in the value of the 
franc and to meet foreign demands facilitated by the depreciation of our money." 
This w'ill explain to you what the position in France is. If you say it is temporary, 
my reply would be the same as to Mr. Subba Rao. It will be 2 or 3 or 4 years after 
France gets back to the gold standard, because adjustments will take that time. But as 
we do not know when France is going to do that, we have got to face facts as they are. 

Mr. Subba Rao. —You say in the last paragraph “ in countries where the agency syBtem 
is not in vogue, it is the Board of Directors that generally get a percentage of profits." 
Where is that ? 

A. Both in England and Japan. 

Q. Do you know what the percentage is ? 

A. It all depends on the kind of business. But I cannot give the names. 

President. —Surely it is not a general system in England. There are very few cases 
in which the Directors’ remuneration is based on profits. It happens, I know, with 
some rubber companies. 

A. There are two things in rubber companies. There are what are called managing 
agents there just as here. 

Q. In all the English companies that I know of, with one exception, the Directors 
are remunerated definitely by fees. 

A. What fees do you mean ? It is not one guinea or two guineas per meeting as you 
have here. It is a decent sum. 

Q. But it is a definite fee. 

A. In many cases I bavo seen the Articles provide for an extra remuneration being 
voted to the Directors at the general meeting and that is nothing out of the way. That 
. is the only reasonable thing to do. 

Mr. Subba Rao. —But you are speaking of a percentage of profits. Is that very 
common ? 

A. I can say I have noticed half a dozen cases. I cannot give you more than that. 
I do not want to say that it is the case with every company. But may I mention one 
thing : there have been cases in Manchester where there are no managing agents, the 
Directors guaranteeing loans to their company on their signatures. Do you mean to 
to say any business man will do it for a guinea or two guineas a month ? They always 
get a much larger remuneration there than here, beoause here the real workers are the 
managing agents and not the Directors. 

Q. I quite understand they get more remuneration than the mere fee for 
attendance. 

A. A good deal more. 

Q. Is there any different system ? 

A. It occasionally comes up in Chairman’s speeches or that kind of thing which I 
follow. 

Q. You say that the Directors there generally get commission on profits ? 

A. Yes; that is my impression from the reports, and I can tell you that the same 
thing applies in Japan. 

Q. I do not know about Japan ; but about England it is new information. 

A. That is the impression I have gathered from a perusal of many reports. 

President. —In the next section, in reply to Question 47, you say,“ I do not take the 
view that the distribution of profits was unduly liberal." 

A. I do not think it was unduly liberal. It is a matter of opinion. This is my opinion 
in view of the level of prices and other conditions of those days. I have been looking 
Into the reserves built up by the Japanese mills, and I find that their reserves do not 
compare particularly favourably with the reserves of this country. Perhaps they 
are about two-thirds of the paid-up capital and about two-thirds has been built up in 
this country also. 

Q. Taking the year 1918 which is really the beginning of the boom period, the Bombay 
mills made 228 lakhs and distributed 191 lakhs in dividends. Many of them had not 
placed anything to reserves for some years. Don’t you consider that that was somewhat 
unwise, to say the least of it ? 

A. I do not say it was wise. There may be some cases. But there may be similar 
cases in other parts of the world. It all depends on the outlook of the Directors at 
that particular moment, and if they felt that in a particular concern the reserves they 
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had already built up were ample, they would distribute more freety. In fact, in bad 
times they distribute money, even taking it out of the reserves if necessary. So the 
dividend policy deponds on their outlook at the moment. From the figures that I saw 
in tho Japanese balance sheets, I don’t think that in this country we have done 
particularly worse than they have done in Japan,- 

Q. But would you consider it wise in any year to distribute 10/11th of your profits 
in dividends V 

A. If in the previous years you distributed less ? It will depend on the particular 
case. You are most probably taking tho lump figure. There would be very good cases 
and very bad cases in it. I know of certain very good cases whero tho reserves had been 
very amply built up to 4 or 0 or 6 times the original capital. 

Q. That makes it worse for the other cases. Does it not ? 

A. It would. Now if it interests yon, may I mention a few Japanese figures ? 

Q. By all means ? 

A. I am just taking the last three years, because it is a very lengthy table. The 
Japanoso are very wonderful in giving facts. 

Q. Unfortunately they do not give them in English. 

A. I was in Japan myself and I know a little Japanese. In 1923-24 the paid-up-capital 
was 344 million yen, and the reserves total 20fi million yen. I omit the other figures. 
If you go earlier, somewhere about 1917, against 142 millions you have got 97, 
and so on. So you will notice that the paid up capital has gone up in a much greater 
proportion than the total amount of reserve# laid aside out of profits. 

President .—There is just one point, which you might be able to clear up. Hero are 
the Japanese figures showing the annual rate of dividend on the paid up capital. When 
they talk of 61 per cent, for the first half year and 49 for the second half year does that 
mean 50 per cent, for the whole year 7 

A. It is 51 per cent, for the firet half and 48 por cent, for the second half. 

Q. But what I want to know is this. That is what they call the annual rate. In 
order to get at the real rate, have you to halve it ? 

A. It would be 50 per cent, for the whole year. What they do is that as the paid up 
capital varies from time to time their percentage is based on the total actual paid up 
oapital for the lime being. 

Q. You have to halve it to get the dividend for the whole year ? 

A. Yes. In those years the average aa you notice is 52, 49, 48 and so on. And this 
is the average of extremely good mills and extremely bad mills. So you can appreciate 
what it means. 

Q. They have also declared larger dividends. 

A. The point is that when times aro booming and mills are found to be making enormous 

S rofits, the shareholders who have in bad times lost money naturally clamour for more 
ividends, and directors have got to give it if the money has been earned. 

Q. The question is whether it is worth while giving in to the clamour. Take one mill 
in Calcutta which has declared a dividend of over 400 per cent. Would it not have 
been better to declare 50 per cent, for eight years ? 

A. No, that is a fallacy. Sir. Unfortunately that point is not appreciated in this 
country. Many of the Indian mills begin with a very small capital, and they build it 
up to a very big conoem out of the profits. A good deal of the profits have been concealed 
that way by calling it renewals and repairs and that kind of thing, and you have got to 
take the percentage of the amount distributed to the total amount invested in the concern, 
not on the original capital. 

Q. That is not my point. 

A. I am afraid you may have been given the figure 400 per cent, without being able 
to see what the original capital was and what the block account was. I will give you 
the instance of one of our mills. 

Q. My point at the moment is, whether it would not have been better for the milf 
in the end if instead of distributing 400 per cent, in one year it had distributed 50 per 
cent, annually for eight years ? 

A. Well, Sir, if you simply put it that way, that it would be wiser for a man to save. 
It is a proposition to whioh everybody would agree. But the point really was that the 
distribution of so many per cent, was on the nominal paid up capital, while the share 
value in the market had appreciated in proportion to the money put in the concern and 
the share value in the market represented the value of the concern at the moment. The 
distribution has to be considered from that point of view. 
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Raja Bari Kishan Haul .—Mills which have laid by ample reserves are doing well at this 
time, or making both ends meet, while those which have no reserves are suffering ? 

A. Yes. 

Q. Does not that mean that the distribution of dividends was uneven, that some mills 
overdid it ? 

A. That may have been so. If you again put it as a general proposition, then, of 
course, I have got to agree. But, as I see it, the objeot of this enquiry is whether a 
milt is able to make money by reasonably efficient working to-day. If you put forward 
the proposition that a mill that starts to-day—supposing I start a new mill—if you put 
forward the proposition that I must start with 20or 60 lakhs as reserve fund, that other¬ 
wise I do not deserve to earn any money, then of course that argument you put forward 
would apply, that these mills which have built up reserves deserve to make money 
and others should blame themselves. As I say the object of this enquiry should be 
whether a mill under present conditions is able to make money. What we have to see 
is whether a mill, reasonably efficiently managed and started to-day, can make money 
to-day under present conditions. 

Q. What we have to see is whether mills are generally running at a loss or at a profit, 
and if wo find that most of the mills which are running at a loss have no reserves and 
those which are running at a profit, even though a small profit, are mills with ample 
reserves, then the point for consideration would be whether this over distribution of divi¬ 
dends was not one of the causes of the depression of these mills which are now suffering. 

A. How cau it bo the cause of the present want of margin ? It may be the cause of 
the difficult}' of finance, I would agree, and there what I would like you generally to 
appreciate is that if these reserves were invested even in Government paper they could 
have got 6 per cent., and in many other industrial securities they could have got 7 or 
8 per cent. Then if you find that, apart from the money that they could have made 
by investing their reserves outside, these mills have made ordinary profits then your 
point would be correct. Otherwise, that money is merely what they would have earned 
on the reserves without taking any industrial risk. I simply put it to you that that 
would be the way I would like to look at it. I would take away the profits which are due 
simply to the investment of reserves and see whether the remaining profits were 
adequate, or whether there was anything that could be complained of. 

Q. We are trying to do that. The only question is whether in case it is found that 
certain mills which have reserves can run their business more or less at a profit and 
those that have got no reserves have difficulties of borrowing and paying high 
interest.... 

A. When you talk of profits, if you deduct the profit earned on the reserve fund.... 

Q. Yes. 

A. If you can give me a concrete case. 

Q. We have not come to that stage yet. 

A. Then I would suggest that you may kindly take up that concrete ease, and bear 
in mind that the remaining profit should be sufficient to cover industrial riskB because 
it is now sufficiently clear that the mill industry has also very large risks. 

Q. Do 1 understand you to mean that there would be no case, or there would be 
very few cases, in which, after excluding the interest which is earned on the reserves at 
mill can earn what you call reasonable profit ? 

A I would say this, that if the interest that could have been earned on the reserves 
is deducted, then the remaining profit would not be very much to speak of, in even the 
financially strong mills. There again the weaker mills, those which have no reserves, 
arc hit in a double way, that while the stronger mill is able to use its own money and 
call the rate, say 6 per cent., the weaker mill which has got to go and borrow from some 
financier has to pay 8 or 9 per cent. I know of mills upcountry which are paying 
■9 per cent, and a commission on the top of it. 

Q. I won’t adjudicate between the good and bad mills. The point is whether there 
has not been an unduly large distribution of dividends. In some mills the reserves 
which have been put aside were not so large as in the case of other mills, and we have 
been told that it is the former mills that are particularly suffering. 

A. It is clearly an advantage to have a very large amount of capital that you can 
dispose of for working capital. To that extent the mill that has not got it is certainly 
handioapped. 

Mr. Subba Rao .—Continuing the discussion about reserves, I quite see your point 
•that if you want to calculate the profit on a concern you must credit the reserve with 
its own interest. 

A Yes.. 
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Q. I want to know also in what ways a reserve fund can be of help to a concern. We 
have been saying just now that firms with large reserves have been able to do well. Does 
not that depend on the employment of the fund ? When the manufacturing costs are 
not recovered j ust now, and the margin disappears, it does not help a concern to have 
plenty of reserves invested in actual manufacturing plant because it will lose both on the 
original capital and also on the reserves. 

A. Yes, what is your point ? 

Q. I want your opinion as to the proper employment of reserves in these mills. Which 
would you consider is the most conservative method of employing the reserves ‘t There 
are three ways as I understand. The first is the obvious one—safe securities outside the 
concern itself; and secondly as working fund for purchase of cotton and so on; and 
thirdly in fixed machinery, in plant generally. Now, does it always follow when you 
employ your reserve fund in the form of machinery you can pay a dividend, yon can earn 
a profit ? 

A. No, certainly not. 

Q.. It is quite possible for a concern to have about six or seven times as great a reserve 
fund as the original capital employed in the concern itself in the form of spindles and 
looms and use it, making a loss, because the output at current prices cannot obtain a 
margin for the concern. 

A. I quite agree. That is a clear thing, that if the reserve fund is kept liquid for 
working capital purposes it is in bad fimes a better proposition than having it tied up 
in machinery and plant. On the other hand, in good times that further machinery 
and plant enables further profits to be made. And there is an additional advantage 
there from the point of view of the manufacturer which naturally directors have in mind. 
If you can spread your overhead charges over a larger output, the cost per unit naturally 
gets reduced. So whenever the Mill Board finds it profitable to put in more machinery 
they think it a very wise thing to do, to invest part of tho reserves in buying that 
extra machinery and plant. Some mills have done it to a very large extent, and they 
have also very considerable reserves in cash. 

Q. Quite so. That assumes that. But [ have found in the accounts of several mills 
that they have practically invested the reserves to the hilt in machinery and were 
borrowing money for purposes of working capital. Spread the profit over the total 
capital and you get a very small percentage. 

A. In bad times. 

Q. Even in normal times. They declare a dividend which strictly speaking is hardly 
earned, if we consider the total resources. 

A. That may be so. If tho bulk of the reserves has been iuvosted in plant, and if 
more units of output are there and every unit gives a loss then the more there are the 
more the loss. That is a plain thing to understand but I would like you to appreciate 
the point of view of the Board of Directors of a mill when they consider the position and 
want to decide whether it is (vise to extend or not. Then the problem is, should they 
increase the capital by issuing farther shares, or should they use the money of the share¬ 
holders which is already in their hands. Then there is undoubtedly no question between 
the two. Is should be first the monoy in their hands and if necessary, then, they can 
go and issue further shares. 

Q. That is a later point. The earlier point is as to the wisdom of the extensions when 
things are at the boom point. 

A. May I point out that it is an extremely difficult thing to know what a boom point 
is until you have left it behind for several years. 

Q. It is not always desirable to invest your reserves up to the hilt in the machinery 
because there must be a turn in the level of prices. 

A. I agree, but. you will find if you study individual cases that there are dozens of 
mills in India whioh have done both added machinery with their own money, that is 
profits, and at the same time have got very considerable sums in the reserve fund for 
working oapital. It is not every mill that has been unwise. A great many have been 
very wise in their allocations. There are bound to be good and bad cases. 

Q. What is your impression ? Don’t you think a very large number of mills in the 
last boom have invested reserve funds almost up to the hilt in machinery ? 

A. I speak subject to this reservation that 1 have not gone into these figures. But 
I think it could not have been the case, because it happened that while the Indian mills 
were wanting to expand on account of the enormous profits that they were making they 
could not got any machinery from England because England would not supply in 1917, 
1918, 1919 and even up to the middle of 1920, That stood in the way. Otherwise there 
might have been a great many very foolish investments even by wise Boards of Directors. 
Japan has not escaped, because Japan was able to turn out a little bit of its own 
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machinery and it was also able to use American machinery. So, iD Japan they have- 
more cases of this kind of unwise investment than in India. 

Q. Turning to a similar topic, what is your view with regard to the employment of 
the depreciation fund ? Do you think it should be legitimately employed for plant 
and buildings or should it be kept in liquid assets for any working purposes, or should 
it be invested outside ? I find in several cases it has been employed not for replace¬ 
ment, but for extensions. Would you call that a wise policy f 

A. Again as an outside student and not as an insider, suppose I have a mill in which 
there are two frames already 25 years old. But I find they can give me work for another 
3 or 5 years. In the meantime I think that it would be good business to put in 2 or 3 more 
frames. Well, I use my depreciation fund for putting in those further 2 or 3 frames with 
the intention that when my old frames have been used up I can scrap them. So, there 
again, it is no use generalising. It will be a study of individual case, and if you can get 
at the facts you will find that in many cases the thing was done from reasonable considera¬ 
tions after a careful study of the problem by the Directors. The majority of the Directors 
are good business men. Being average good business men it is this kind of consideration 
that appeals to them. They say— “ In any case we are going to scrap it. But the thing 
is working and can work for two or three years more. So let it work.” In fact I may 
point out that the Railway Board’s present policy is exaotly like that. They have a 
depreciation fund from which they go on building and expanding. Repairs and renewals 
they are doing to a certain extent. In the meantime other things are scrapped. 

Q. You say in answer to Question 50, that you do not see anything wrong in investment 
in some other industry if the existence of snoh concern is considered, in any way, helpful 
or beneficial to its own activities. What kind of relation between the two industries 
do you suppose ? 

A. I can just give you this instance. Suppose a mill has not got a bleaching plant.. 
A group of them come together and say, let us start a bleaching plant; it will be cheaper, 
and better than having to sell in the grey state. So four or five of them can combine 
and start bleaching. So also in the case of magnesium chloride or China clay. A few 
mills can very easily join together and start a factory of that kind. There are investments 
of mills in Bombay in the hydro-electric plant of the Tatas. That also was done, because 
in those days, when coal was extremely dear, they considered it to be the wisest thing to 
get independent of the supply of coal by having a concern here in Bombay which could 
be depended upon. 

President .—I have another case here, Mr. Madon, in which a mill had invested in a 
ginning and pressing company. 

A. Many mills do that. 

Q. You do not consider that objectionable ? 

A. No, because there again unless you go oarefully there may be some fallacies. What 
happens is that some mills invest money in putting up their own ginning plant and then 
it goes as a part of their block. It is simply a case of machinery and plant. Some mills 
consider it advisable to have an entirely separate ginning plant in which they could 
then give an interest to some local cotton merchants or some good local men who can 
look after the whole show. Generally, they are not quite sure of getting in the open 
market the right kind of cotton but if there is a plant under them the men that they 
employ are not likely to mix or commit frauds as when cotton has to be bought from 
outside. 

Mr. Subba Rao .—Would you approve of one mill investing its funds in another cotton 
mill ? 

A. Undoubtedly because that would be one way of extending your own plant. 
Supposing I want to start a twenty lakhs unit as my No. 2 mill and then I find that 
somebody else is starting a plant of 40 lakhs, and if I take half of that I do not see why 
it should be wrong. 

Q. It all depends for what purpose you are holding your funds ? 

A. What do you mean by purpose ? 

Q. Depreciation fund for instance. 

A. If it is depreciation fund then the problem may have to be considered from many 
points of view. If it is from the reserve fund, then it is the right kind of investment. 
In fact that is one point in which the Japanese are far in advance of us. Perhaps you 
have got the figures there. You will see there mills of 500 thousand spindles and so on. 
I knew them 30 years ago when they were petty affairs. I was in Japan then. I knew 
many of them. They were embracing from 30 t£> 40 thousand spindles. But what 
happened was whenever a weak mill came into the market they immediately wont 
in for it and issued further shares and practically amalgamated it with their other 
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concerns, say by giving one share of their own for two or three shares of the weaker mill, 
and that kind of amalgamation has gone on to a very large extent, and you will find 
therefore that they are holding plants not only in one province but in different provinces, 
because they simply take up concerns as they find it advantageous to do, 

Q. But I did not mean that they were all under a common management ? 

, A. It is bound to be a common management because ultimately it is an amalgamation. 
The Board of Directors is the same ; but they have got to have local board where much 
-of the plant is situated. From the mill that has been taken over the directors or a few 
of them are taken on the general board, and then you get the local board for the manage¬ 
ment of the concern locally. 

Q. You are speaking of a sort of Trust Development ? 

A. They do not call them trusts. They call them Kanogafuchi, etc. It is really a 
company of many mills. Take the Bombay Dyeing and Manufacturing Company. The 
mills under their contract are supposed to be two different concerns, and they were both 
put up with fresh capital. It was not the buying up of an old concern. In Japan the 
practice is of older concerns being constantly bought up at a quarter or half the price. 
You have got to leave it to the judgment of the directors, who have got to judge 
things according to the circumstances of the momont. It may be a good or a bad 
investment. 

Mr. Majmudar .—You said that in order to arrive at a proper figure of profits interest 
on the reserves should be excluded. Do you mean interest actually earned, or interest 
calculated on the total reserves oven when they are used as working capital ? 

A. 1 mean the second. I mean that interest at the ordinary commercial rate should 
be credited to the total amount of roserves which you use in your mill, because this is 
money which you could havo taken and given to anybody else without any industrial 
risk. If, after that is deducted, there remains a surplus, then that is the surplus due 
to the working of the mill. 

Q. When you put in a plant would you not provide for working capital ? 

A. That is also a question of policy. Somo people would provide for a part of the 
working oapital also in their share capital, and some would provide only for sufficient 
money to build up the plant, and depend on ordinary borrowings from bankers for working 
■capital, and both policies according to the circumstances of the moment may be 
wise. 

Q. So in the case of those who use their own reserves you would allow interest on 
the amount used, just as those who borrow from the bank actually pay on the 
borrowings ? 

A. Yes. I simply wanted to emphasise it. The right way to look at the profit is 
after that deduction has been made. Otherwise it would be misleading. 

Q. You want the two companies in the two cases pnt on an equal footing. In the 
case of the one mill, it borrows money from a bank and has to pay interest on that, 
which goes to tho debit side. In the other case, the reserves are used as working 
capital and therefore you want the interest on that to be debited to working expenses. 
What should be the rate of interest ? 

A. Interest at the commercial rate, the rate at which an ordinary mill has been 
borrowing in that particular year. I do not think it will be much less than 6 per cent., 
■even including the best mills. 

Q. That would be only in the ease of working capital. What about money invested 
in extensions ? 

A. I would credit it to the whole of the reserves, because the whole of the money, 
.if you had not invested in your own concern, would be earning interest somewhere else. 

Q. But, generally, in the case of mills, interest on the capital which has been invested 
would not be taken into account. That would be shown as profit t 

A. Invested in the block ? 

Q. Yes. 

A. Then the profit would also have to be looked at in a different way ; that is the 
reserve that you invest in your block would have to be treated as capital and profit 
would have to be considered as a percentage of the total. 

President .—It seems to me that if we were to make all these calculations we should 
be sitting here for some years. 

A. My suggestion is only that the thing is not so easy as it seems to be superficially. 
Laymen give so many different reasons that I am compelled to point out that the thing 
is not such an easy one as seems to be at first sight. Somo talk of management, some 
talk of reserves and so on. But the real issues are different. 
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Q. One question with regard to the purchase of raw material. In reply to Question 62 
you say ‘ It is not correct to say that Indian mills pay a higher price than what is 
paid for export at any given moment. ’ What wereally want to know is how the balance 
works out. Would you say that taking it for a year all through the Indian mills would 
have no advantage or would be at a disadvantage as compared with the Japanese or 
European shippers ? You mean shippers—not spinners 1 

A. I mean spinners, not shippers. 

Q. I can understand that at any given moment according to the ciroumstances it 
may happen that the Indian mills may have to buy and the Japanese may be out of 
the market and vice versa. 

A. The point is this. When I say ‘ at any given moment ’ I mean that every buyer 
whether Japanese or Indian or any other—the mills do not figure here but it is the 
merchant—-has to pay the price that rules in the market at that given moment. Nobody 
pays more; it may be that there is a rise to-day. Tomorrow there may bo a fall; 
but nobody pays less. So at every moment, when a purchase is made, it is made at 
the real price of the market and at the price at which every purchaser will have to buy. 
Then the second part of your question was whether taking it for the whole year Indian 
mills are making a worse business than the European or the Japanese or a better business. 
It is all a puzzle in trade, whether the Indian mill has forecasted the future more correctly 
than the Japanese or less correctly. It may happen that when the season opens in 
December next, 1 start stooking up and some other mill may not do so, or some foreign 
mill may not do so. On the other hand, when the foreign mill stocks up, the Indian 
mill may wait. It all depends upon the outlook of the man in charge of the business, 
and you cannot say whether on the whole one has done better or worse. Most probably 
you will find that even in the same groups, that is among the Indian mills themselves, 
some will have done very badly and some very well, while in some cases the Japanese 
or tho Europeans have done hotter. 

Q. Tho point put before us was that the Japanese have a superior system of 
buying up-country which enables them to purchase ootton at a cheaper rate than the 
Bombay mills. 

A. I do not know vory muoh about that. I am myself a merchant exporting to Japan 
and to Europe and I cannot subscribe to that. The only thing that they can claim 
is that the bigger Japanese firms have either their own or have leased ginning and 
pressing factories upcountry just as Rallis or Volkarts have ; and the same thing applies 
to many of tho bigger mills in India also because, as I have just mentioned, many of 
them have either their own ginning factories, or look after the purchases themselves, 
■or have ginning factories as a subsidiary company. So I do not think that argument 
has very much weight. Then I would like to point out if thore is any profit in that, 
it would go to the Japanese merchant who is exporting from India and not to the 
Japanese spinner in Japan, in Osaka or in Tokio. 

Q. The Japanese spinner pays at the market rate 1 

A. He will have to. 

Q. The exporting houses do not buy on commission ? 

A. I think not even one or two per cent, should be based on that. I doubt even that. 
That was what I meant in the latter part of this paragraph where 1 spoke of spinners. 
I say “ It may however be mentioned here that Japanese or European spinners do 
^frequently get ootton at appreciably lower prices than the level in Bombay.” 

Q. I see what you mean now. I had not grasped it before. It may sometimes happen 
that the Japanese spinnerB get the benefit of lack of judgment on the part of the 
purchasers in this country ? 

A. In fact it is not lack of judgment. It is unfortunately the present condition of 
•trade. If five of us have got to give quotations, if the price in Bombay is 400 perhaps 
I will offer to sell at 400. Immediately my neighbour makes it 398 and some other 
makes it 395. Tho mill also has got quotations. Then the mill naturally bids down 
and makes the contract with the man who has quoted the lowest figure, and whether 
he will make a profit or loss it is his business to see. In Japan the competition is now 
so keen that the bulk of the sales are well below the current market, and the risk has 
got to be taken by the merchants; otherwise the thing cannot be done. 

Q. I appreciate that point. 

A. The Japanese merohant pays the same prices. He pays as much as an Indian 
mill or an Indian exporter. He is not any the better and the profit or loss is his own 
“thing. 
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Q. As regards the Indian mills do you consider thS bigger mills are in exactly the 1 
same position as the Japanese buyer owing to the fact that they have got agents 
upcountry 1 

A. I was speaking of the Japanese merohant buyers. The Japanese mills are not 
here. The Japanese merchant buyers are in the same position as those who are buying 
for the Indian mills. But when it comes to the Japanese spinner, it may happen that 
owing to the competition between big merchants, a spinner might get his stuff Rs. 10 or' 
Re. 15 cheaper than if he had to take it in Bombay. That sometimes happens. 

Raja Hari Kishan Kaul. —In the same paragraph you say ' consequently if 
Bombay mills are in the market when Japanese or European buyers arc out of it, they 
appear to pay higher prices than what the others might be willing to do \ I do not 
quite follow that. 

A. What happens is this. The spinners as a rule come into the market to buy cotton 
when they find their own stuff, that is yarn or cloth, selling well. When they have sold 
2,000 packages of piece-goods they immediately come into the market to cover 2,000 bales 
of cotton, or whatever it is. Now Japan being a temperate country the seasons when 
goods can sell are a month or two in advance of this country, You will find markets 
most active in March and September in Japan and in May or November in this country,, 
because our crops come out later. Then, what happens is that the Japanese mills may 
have sold a fairly large amount in our country or in the neighbouring country of China 
which is also in the temperate zone. If at that moment the Indian mills are not moving 
their goods they would curse Japan and say ‘ these fellows are spoiling the market.’ 
Then when tho Japanese are out of it thoy would say * it is these millowners in India 
that are spoiling the market. ’ They cannot afford to buy because their buyers in Japan 
are at that moment not selling the stuff. 

Q. What I cannot follow is that ordinariy the larger the number of purchasers, the 
higher are the prices which the seller can get. 

A. At a given moment. 

Q. So, if the Indian mills alone are in the market and exporting competitors from 
outside aro absent they should be able to purchase cheaper ? 

A. What happens is, the season being the same for all the Indian mills, the purchases 
of 50 or 70 different Indian mills come on the market and naturally the merchants who 
are keenly watching all these movements say ‘ here are the mills buying ’ and 
naturally they try to get the best prices possible. 

Q. You think the exporting firms are limited in number and they can buy cheaper 
when the Indian mills are not in the market ? 

A. I don’t say cheaper. They give the rate of the day. Only it is an impression 
that the other fellows were giving higher prices. Everybody simply gives the rate of 
the day at that moment. Only those who do not want to buy naturally quote a lower 
price. They do not want to say ‘ we have shut our office. ’ 

Q. Is not the price of Indian cotton regulated more by American prioes ? 

A. It is, 

Q. They should then necessarily have to pay a higher price ? 

A. My point is there is no higher price about it. It is merely an impression created 
on account of some buyers who do not care to buy the cotton. If I am very keen to 
buy I will go and pay Rs. 310; but that does not mean that I am paying Rs. 10 more.. 

Q. Then you are paying a higher price than what others are willing to do. 

A. It is because the question waB put that way, whether the mills were not paying 
higher than the exporters. That is why I use the word higher. ’ But I would make 
it clear that there is no question of higher prices. 

Q. It need not be necessarily higher ? 

A. No. 

President -—The point really was, as I explained just now, that the question arose- 
out of the statement that if the mills in Bombay were to buy their cotton up-country 
direct instead of buying it on the spot in Bombay, they would get it cheaper than the 
Japanese did. That is the real point. 

A. But I hope I have made my point clear that neither the Japanese nor the mills in 
Bombay have very much to be proud on that score. Both of them pay tho prices 
of the day. What happens is if there is any cheaper cotton going into the hands of the 
Japanese spinner, it is the merchant that does it. Then the question is, why should 
not the Indian mills buy their cotton up-country ? That again puts us against the seasonal 
factor. The bulk of the demand, I hope, you will appreciate, absolutely depends on the 
harvest, because that is the only thing which creates new wealth. That is only twice 
a year, in April and October, when the winter harvest and summer harvest come on. 
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Among the Hindus they call it Holi and Deevali. It is simply because the crops come • 
out at that time and money comes into the hands of the farmer, and the merchant then 
starts buying in order to provide for the stuff with which to meet the requirements of 
his own customers. Now there would be mills who would take a particular view of the 
market and put in stock for the whole year. It might be a gamble, becaues, say after 
May if thore is a very big crop of cotton, all of a sudden the price goes down and then 
the mill that has put in stocks for the whole year will be a great sufferer. Its stocks would 
be depreciated. So, there also, it is a question of the policy of the Directors as to which 
is the wise thing to do. But many mills put in staple cotton for the whole season if 
they can afford to do it, and the minor kind3 of cotton they buy in Bombay because 
they do not like to take the chance of the market and also because they do not like to 
lock up so much money in cotton, which means larger financing and larger interest 
charges. 

Mr. Majmudar. —Would there be a difference in prices of a particular type of cotton 
on the same day in the district, and in Bombay after allowing for railway freight ? 

A. I will have to give you a paradox. Gentlemen who are not merchants won’t 
believe me. But the buying market is always lower than the selling market or very 
frequently lower. That is, if cotton has to come from Amraoti to Bombay, you will 
find that it is lower in Bombay than in Amraoti. Mr. Majmudar's point is that if it 
is 100 in Amraoti, if the railway freight is, say, 10, the price should be 110 in Bombay. 
It, is nothing like that. After allowing for railway charges, there would be a loss of Rs. 6 
or 7. I have already pointed Out that if you go further afield from Bombay to Japan, 
then the price in Japan to the spinner will be Rs. 5 or 10 lower than in Bombay and 
for the same reason. 

President. —If that is the ease, how is anybody ever able to make a profit ? 

A. That is one of the problems of the merchants every day and that is why so many 
merohants go insolvent very frequently. They make mistakes in their view of the 
course of the market. 

Raja Hari Kishan Kaul. —Is it not peculiar to the present condition of the falling 
market ? 

A. No. Even in rising markets it is so. That is the condition of the present day 
trade when telegrams are pouring in from all corners of the world. 

President. —You do not allege that is genera! ? Otherwise everybody in trade would 
be a bankrupt in a few months. 

A. That is why I say it is paradoxical. What happens is that owing to the continual 
fluctuations of the market in most raw materials, there are frequently opportunities 
of covering what you have sold at your cost with a little margin if you could wait a day 
or two. That is how the position is saved for most of the merchants. And, then, of 
course, it is not so every day. I was simply pointing out to you that it was a paradox. 

Mr. Subba Rao. —That happens only once in a way ? 

A. Not once in a way. You may put it at 70 times out of 100, 

Q. On 30 occasions he makes so much profit that he can afford to lose 70 times ? 

A. That requires the experience of a merchant to understand. It is not that 30 times 
you get a straight profit and 70 times you get a straight loss. Nothing of the sort. What 
I say is that 30 times you may have the two quotations the same, that is the quotation 
of the price at the selling point and the price at the buying point allowing for charges 
and a little profit; and the remaining 70 times you have got to speculate. That is why 
you hear so much of speculation. That speculation simply means looking forward 
and making up your mind as to how the market is going to be. Then again out of these 
70 it is not everyone that is making a loss. 

President. —By the time you get the cotton down here, the market may have altered ? 

A. It may have. It is all a gamble, if I may put it plainly. 

Mr. Majmudar. —In any case, at the end of the year the merchant would expect a 
certain profit. Would he not ? 

A. He would expect. There is no question about that. But that is very different 
from what he would get. 

Q. Or is it that the merchant makes his profit by mixing lower qualities of cotton 
and quoting the same price as for a better quality of the particular centre ? 

A. That brings me to another problem of trade. What happens is this, and that is 
why you hear so much of fraud, of persons mixing up different quality of cotton, deterio¬ 
ration and all that. What happens is that on account of these views a merchant may 
have sold cotton at 315 when it was 320 in the market hoping that the market will 
go down. But the market does not go down; but it goes up to 340. He has got to 
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meet it somehow in order to make up his loss. He says to himself, “ I will just mix 
up a lower quality—a small quantity, and nobody will find out. ” That leada to oases 
of mixing in upcountry markets by dealers and others which we hear of so much. But 
that does not apply to mills who buy through their own agents. 

Q. But in the ease of those mills that would make their purchases in Bombay, even 
if they purchase at the same prices they get the mixed quality of cotton. 

A. That may bo. But they would be then paying proportionately lower prices. 

Q. If they were to purchase the same quality of cotton as the other mills in upcountry, 
the prices in Bombay would work out higher ? 

A. I do not agree, because when they buy in Bombay they naturally look at every 
sample. When a mill buys upcountry it may happen that the agent has made a mistake 
in selection and the stuff is poor and they have to take it. Whereas if it is in Bombay, 
the buyer goes through the market, gets the sample. Goodness knows how many bales 
are broken up and samples drawn before they bargain 100 bales. Thus they make 
sure of what they are getting. Then, there is the reputation of particular merchants 
from whom they pick up the quality of the cotton needed. It is known that A’s cotton - 
is all right, B’s cotton is bad and so on. So I do not agree with the suggestion contained 
in Mr. Majmudar’s question that they pay a higher price for the poorer quality. What 
happens is that they have the opportunities of examining the samples on the spot and 
the price paid is what the cotton is worth. 

Q. Then why do some mills prefer to purchase cotton in the upcountry markets ? 
They can as well depend on the Bombay market completely. 

A. As I have said, for tho inferior quality of ootton which they want for mixing, 
they do not mind going into the Bombay market. But when it comes to staple cotton 
for particular qualities of cloth, they do not want to take any chances and that is why 
they go upcountry and think it safer to buy there. 

Q. That means that the quality of cotton that comes to Bombay is not as reliable 
as that available in the districts 1 

A. How can wo say what is contained in every bale ? There are so many wayB of 
mixing cotton and packing the cotton. Jt is a far better thing to see tho kapas and make 
sure that you are getting the right stuff. 

Q. That explains to a great extent the difference in prices in Bombay and the mofussil. 

A. I do not agree with that conclusion. The real explanation of the difference in 
prices hetween Bombay and the mofussil at a given time is that just as we merchants 
in Bombay have to take chances with our foreign buyers these upcountry adatyas have 
to do for their Bombay principals. There are many firms buying in the upcountry market 
at any given time and each of them has its own representatives for suoh work. If my 
man buys the stuff that I have asked him to do and your man fails to do, you immedia¬ 
tely stamp him as an incapable or indifferent man. So everyone tries to do it and some 
of them risk it. That is where the difference comes in. 

Q. In normal times what would be the position ? 

A. How do you mean f 

Q. When the prices of ootton do not fluctuate to the extent they have been doing 
recently ? 

A. I speak of both normal and abnormal times and we are doing a great deal of 
purchasing in Broach, Amraoti and Hubli, and I am speaking from our experience of 
what we are doing. 

Q. When the times are normal and the merchants do not expect to make profit due 
to a sudden rise or fall, would there still be a large difference between Bombay and 
mofussil prices ? 

A. If would all depend on the American telegrams. 

Q. Taking normal times and making due allowance for freight. 

A. Then it means that very few people care to buy and most probably you will find 
the upcountry markets a little lower. There is no competition upcountry. I believe 
that in this connection you would like to know about what are called hedging of contracts, 
because I notice you put several questions on it to the witnesses. I suppose you have 
got this pamphlet, *■ The Liverpool Cotton Market”, published by the Millowners ’ 
Association, Bombay. The first speech is by Mr. Bryco Muir and the second by another 
gentleman, Mr. White. And I would like you to look at page 12 beoause the quostion 
■crops up there of what is called a single hedge contract in Bombay. Most probably 
you have got evidence of the desirability of having a single hedge contract. 
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President .—We should like to have your views on that. 

A. 1 am afraid that is also due to unfamiliarity with the conditions of the cotton trade. 
If you look at page 12 you will find : ‘As India improved her cotton, more of it would' 
be used by Lancashire, but the time had hardly come when it would be safe to have a 
contract for Indian cotton’ (That was in adiscussion that followed the speech of Mr. Bryce 
Muir when Mr. Burt was urging upon them the desirability of having acontract in Liver¬ 
pool against which Indian cotton could be hedged, and this is the reply :—) ‘Under present 
conditions it could be manipulated, and would cease to act fairly to both sides. The 
Cotton Association had not felt that the time had come to take outside growths tenderable 
on the American contract.’ (They are afraid to mix Indian with American because the 
staples are different and the characteristics are different.) ‘ The suggestion was that only 
cotton of a value equal to American cotton should be tenderable, and that the premium 
payable to the seller should be limited to a penny per pound for any growth other 
than American. This had been the suggestion of one committee but the Association 
had decided that in their view the time had not oome’ (this is an important sentence) 
‘because the tendering of outside growths of cotton, which were not freely marketable 
everyday as American was, might depreciate the futures contract; with the effect that 
if the futures contract was depreciated too much it would be impossible to attract cotton 
from America to be hedged on it except at so high a premium over futures that merchants 
would not risk it’. Now perhaps it will be necessary to explain the mechanism here a 
little bit to understand the effect of these, remarks. What happens is, when a mill in 
Lancashire wants to buy cotton it selects a sample and sees whether the staple and other 
things are right and then it begins to discuss tho price with the merchants. The merchant 
says, you must give 100 points on the price for December futures (100 points means full 
one penny) or 200 points. And then they oome to a bargain and the contract is made 
at simply so many hundred points on the price of say December futures. The month is 
selected for making the bargain. Then, what happens is that the mill is sure of the quality 
of the cotton. It has not fixed the prioe because it is an uncertain quantity depending 
on the price of December futures at any given moment. But the mill says, ‘ I do 
not mind; if I can sell my cloth or yarn I will pay a higher price for cotton. If 
the market goes down my cloth will sell lower, but I will pay lower price for ootton.’ 
When the mill finds tho people to sell its stuff—yarn or oloth—to, it goes to the 
merchant and says, ‘I want to close that bargain for cotton.’ And this is what is done. 
The merchant buys the December contract on whioh basis the thing was done and 
adds on to it the 100 or 200 points that have been agreed upon and invoices the 
ootton at that price to the spinner. Then the point is that while the mill has merely 
earmarked the quality that it wanted, somebody has got to hold that ootton for it 
and you run the risk of the market going up or down. What happens is that a merchant 
who has contracted for it on the basis of the sample immediately buys the ootton in 
America and then sells the December contract. Tf the market goes down, the merchant 
loses on his purchase of actual cotton, but gains on his hedge (his sale of December 
futures) but he charges the mill the fixed number of points over the price at which 
he covers his sale of futures. That is how the thing is done and that protects the mills 
in Lancashire from the risks of the market if they do not want to take delivery. I do 
not want you to think that no mill in Lancashire takes any risk. That is not the case. 
Contracts there are like contracts here. They take a view of the market and stock for a 
few months and even longer. In fact recently we had mills on the Continent whioh 
wanted to oontract for American for the next five years. The feeling here is that it is 
impossible to do the same operations in Bombay because the local contract is too narrow 
and is likely to he cornered, and the idea that it is cornered is generally due to the fact 
that a particular month’s delivery goes above a further month’s delivery, or the new 
crop, and people here say it is absurd that old ootton should be higher than the new 
ootton. That is why there has been continual talk in this market of narrowing contracts 
and in faot making every possible cotton from Bengals to Sindh and Punjab American 
and make all these qualities tenderable against" one contraot. 

Mr. Subba Rao .— Narrowing or widening ? 

A. They call it widening—widening in this sense that every possible thing is to go into 
one oontract. Now, you have just got to consider whether you would like to buy a thing 
in this way. Suppose the contract was for delivery of vehicles. Would you like to- 
make a contract in which you may be delivered a bullock cart or a Victoria ghtiri, or 
perhaps a very fine motor car. Naturally you would not. You will say, ‘I would not 
bother about it. I want a particular thing.’ So, what happens is that these contracts 
are generally based on qualities whioh will be useful to the spinners and could be taken up, 
if not by the particular spinner, by some of his neighbours. Then alone can the merchant 
who bought from the market hedge the cotton, because to hedge it he has got to get 
somebody to buy it. It is not magic. It simply means that he goes into the market 
and finds some one who will buy that cotton from him. He sells a particular standard. 
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and then he knows that he will have to pay so many points more or so many points less. 
In Bombay it is impossible to mix up all these qualities in a single contract because the 
difference in spinning value and quality between inferior Bengal and high staple cotton 
is extreme. A mill which really wants staple cotton of $ to 1 inch will not care to buy 
a thing which may ultimately turn out to be a few hundred bales of Bengal cotton even 
though it may be so many rupees cheaper. What can he do with it ? It will have to 
go into the market again. 

President. —Surely it is not the proposal that inferior Bengals should be included in a 
single hedge oontract with say Cambodia ? 

A. I am talking from the discussion that we have had in the East India Cotton 
Association in the past two years. The proposal is that if you have every possible kind 
of cotton in one oontract then the total quantity to he tendered would he so enormous 
that nobody would comer it. They do not see the other side of it, that nobody would 
buy it unless you offer it very cheap, because then the man who buys has got tho risk 
of getting cotton which he may not want at all and which he would have again to go 
into the market to sell to somebody else. 

Mr. Subba Rao .—Could you not make allowances for the grade you want ? 

A. Allowances are possible. They are already there. In fact some years ago a contract 
for Broach was a fine cotton contract. Then people found that the line olaBs was a small 
quantity and could be cornered, and they made it a fully good contract, ».e., the quality 
was lowered and that was made the basis. My point is that in India, under Indian condi¬ 
tions, where we grow so many different qualities of cotton, it is not feasible to have one 
. contract without, as a speaker in Liverpool said, enormously depreciating the value of the 
contraot. That is, whoever buys that oontract will have to allow for any rubbish being 
thrown on him and will have to offer a very low price in order to cover all the risks he 
takes. It means that very few pimple will buy and the contracts will be unworkable. 
Therefore in India we are obliged to have three different contracts because we have 
three really different kinds of cotton. Bengals are inferior cotton, very short staple; 

■ Oomras are medium and Broach and other superior cotton are long staple. I have seen 
that there was some evidence before your Committee for one hedge contract, and I was 
trying to show that that suggestion is based on want of appreciation of the conditions. 

Q. The millowners asked for it. 

A. They won’t buy it. They want their own particular qualities and they are quite 
sure not to buy that contract. 

Mr. Majmvdar .—They may make purchases when they find cotton prices low and.... 

A. Furtures or spot ? 

Q. Futures. 

A. There have been three contracts recently. There were five before. But there are 
three Broach and Oomra contracts and the Bengal contract, and 1 do not know of any 
mills which are buying Bengal contraot at all and merchants also are now fighting shy 
. of it because it means getting rubbish which it would be extremely difficult to get rid of. 
If you make a contract in which Bengals could also be tendered against Oomras then 
merchants will naturally fight shy of the Oomra contract so-called or they would want 
to offer very low prices for it. There is a side issue to that, because the price in Bombay 
of that future oontract is the basis for the rate at which the purchases are made by dealers 
and others upcountry from oultivators. So the depression of the contract price in Bom bay 
ultimately means a much lower price all round being offered to the oultivators. 

Q. Do you oonsider this is the outcome of a desire of the millowners to get their cotton 
■oheap? 

A. No ; 1 think they have a hazy idea, that as in Liverpool they have this system and 
esoape losses owing to fluctuations in cotton, if they did something like that in Bombay 
it would be a good thing ; but I am afraid if the thing is tried it will be found to be a 
failure. 

Raja Hari Kiskan KatU .—You don’t think it would be possible to have the largest crop 
as the basis. Out of the three contracts which is the largest ? 

A. To-day in quantity the Oomra quality is the biggest because it is the largest quantity 
of cotton of homogeneous kind. It means many oottons more or less homogeneous. 

Q, Oomras as the basis and Bengals as so much below 1 

A. That is the suggestion, and I say that their characteristics being different, and the 
spinning value being different, the so-oalled basis is not a constant thing. 

Q. Now the people buy Bengals ? 

A. They do so on the merits of that particular cotton. If you buy a contract and then 
you find Bengal thrown at you at Rs. 26 discount whereas in your estimation it may be 
Rs. 50, or you may even be a spinnor who does not use Bengal at all, then the problem 
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becomes different. My point is that the contract would be useless for the purpose for 
which the millowners seem to be asking for it. 

Q. If the millowner wants Bengals of course he will buy Rs. 26 below ? 

A, He will buy the ready stuff. What does he do to-day ? The Bengal contract is in 
existence, but so far as I know very few mills at all buy the Bengal contract. They 
think it far safer to look at the stuff and buy on the spot. 

Q. That would only mean regulating the variations from the basis from time to time ? 

A. Yes, but when the differences are very wide then the danger would come in that 
merchants would shun that contract and mills will have to shun that contract. When 
they want to hedge there must be somebody to buy. I speak of the wide contract. 

Mr. Majmudar .—You are referring to short staple cotton. What I am enquiring is 
whether the short staple cotton would not sell at a reasonable difference, and so long as 
it could be sold, it is immaterial as to whether the mills take it or the merchants take it. 

A. What is the proper difference 1 That is where the whole trouble comes in. That 
would depend on the quality and prices. Supposing now the difference between Oomra 
and Broach is Rs. 17, it may be Rs. 37 or Rs. 47 when the contract comes to be delivered. 
I simply put it like that. It is rather too technical and I personally do not wish to take 
up the time of the Committee if you do not wish me to do so. I thought it right to mention 
it because I do not like you to get away with the impression that one contract is a wise 
thing to suggest. 

Mr. Majmudar .—Your difficulty is only with reference to Bengal cotton—the low 
staple cotton t 

A. It will come in when you go to longer staple cotton, with several olasses of cotton 
which now go as Oomras. 

Q. Do I understand you correctly, that if there are two contracts, one for the Bengal 
short staple and the other for the rest, there will not be much difficulty ? 

A. I doubt that too because in the Broach contract you have got Surats and Navsaris 
and in the Bombay market you will find they vary very widely and when you have 
Oomras mixed up that problem will be extremely difficult. I would make Oomras as 
it is, a separate contract, because it is a class by itself. We would have a contract for 
good staple cotton, a contract for medium and a contract for short staple until Indian 
cotton improves so much that an average could be made, but I do not see any chance 
for it in the near future. 

President .—We now come to the last section. You consider that the town duty of 
Re. 1 a bale should go. You say it is a sort of handicap to the mill industry. Is Re. 1 
a bale such a serious handicap ? 

A. Weil, Sir, if you look at the amount it comes to a very decent sum. When 36 
lakhs of bales come into Bombay 35 lakhs of rupees are collected. Of course part of it 
goes in one direction and part of it in another, The mills pay their share of it. I think 
it is a fairly serious handicap, and I do not see why it should be so. 

Q. If you consider Re. 1 a bale as a serious handicap, Mr. Madon, would not an increase 
of half an anna in the yard in the price of cloth be a serious handicap to the consumers of 
cloth ? 

A. There the difference comes in like this—that the consumer has Dot got to Bell the 
cloth again. He simply wants to make a coat or a pyjama, and when he has got to make 
it, he does not very much worry whether the total is Rs, 5-12-0 or Rs. 5-14-0. In the 
last few years when cloth has been going up and down I do not think any consumer said 
that if he could wait a few days more he might get his cloth a few annas cheaper. The 
retailer and the wholsesaler have to do so because they have to see whether they will 
make a profit, but the consumer, I do not agree, thinks of it at all. The mill is in 
a position entirely different because there every rupee tells on the net profit they are 
going to make. If a mill is using 30 thousand bales it means 30 thousand rupees Jess. 

Q. If you reduce the purchasing power of the consumer by 12$ per cent, he would 
start thinking of every anna. 

A. He will. Unfortunately this oonsumer is not very literate and does not know what 
is happening. He simply goes into the market, to his bania and buys if the bania gives 
him credit. He only stops buying when he cannot pay the money, when the margin 
is not there. In the last few years the oultivator had some margin and naturally he has 
been spending, He is not going to stop and think what it costs him, when he has 
the money. 

Q. lie,stops to think what it costs him in cloth ? 

A. I do not agree. You are referring to the times in 1917-18. But the bulk of the 
trouble came from Bengal because there were stories of Bengali women not having clothes, 
and so on. The real trouble there was not an anna or two annas a yard, because over 
the rest of India cloth was selling like anything. What happened in Bengal was, owing 
to artificial conditions jute was not selling at even half the normal pre-war prices. Thus 
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the jute cultivator was absolutely ruined, and that was why he had no money to put in 
oloth. A tew yards of cloth do not really make any difference. 

Q. But why was it that consumption of cloth in 1919 went down to 7 yards per head' 
if prices had no effect on consumption ? In 1919 and 1920 the consumption per head 
of piecegoods—-mill made goods—went down to 7 yards a head against the pre-war 
years’ 13. Prom 13 it went down to 7. What was it due to if it was not due to the high 
prices of cloth ? 

A. It was, if I may put it that way, due to the smaller crops and smaller production 
because I know as a matter of fact as a merchant that in 1918, 1919 and 1920 it was not u 
question of the mills being unable to sell but being begged to give stuff. Nobody would' 
give, and in a month’s time large quantities were contracted for, even 12 monthB ahead. 
It was not a question of cloth not being sold. 

Q. I do not think that was so. 

A. That was my experience. That will be the reply of any merchant to you. In 
those years it was not a question of cloth not being sold ; it was a question of oloth not 
being available. 

Q. It was not sold to the consumers. 

A. If the stuff could not reach the merchants it could not reaoh the consumers. I 
have not gone into these facts again, otherwise I might have been able to say. I know 
this one fact that throughout that period the yarn was selling very high and still dealers 
were buying months ahead forward deliveries. 

Q. Then, was not the trouble due to the fact that they over-reached themselves ? 

A. The over-reaching came in 1920 with the famous reverse bills. It was the deflation 
started by Government. It was referred to by Professor Jevons. 

Q. Do I understand you to hold that the price of cloth bas no influence on consumption j 
If you were to double it to-morrow, you will sell juBt as much ? 

A. You cannot double without the price of cotton being double and the price of 
manufactured commodities. 

Q. If you put on a sufficiently high import duty, if you put on a prohibitive import 
duty and keep out the foreign goods ? 

A. Well, that would occur if the local manufacturing capacity was not sufficient. If 
it was, then that would not occur. We know that in the case of cement. Infant, cement 
had been selling a good deal below the import price for the last four years. A mere duty 
is not enough. 

Q. The question is, how is an import duty going to help the millowners unless it enables 
them to get rid of their production ? 

A. My feeling is that it will help in this way. There will be less competition and that 
will enable local mills to sell more of their stuff and more easily and get a fair price for it. 

Q. If they cannot sell their stuff at the present prices how can they sell at higher prices,, 
which would be the-result of an import duty ? 

A. It will not be only the import duty that will affect the revolution. It will have io 
be some fixing of the exohange and returning to normal conditions. That will have to 
go with it. 

Q. You say that there should be a two-fold duty—an additional duty of 12J per cent 
on all imports, etc. You mean on imports of piecegoods and yam, or on imports of 
everything ? 

A. Well, Sir, I understand that to be an exchange trouble. I mean on everything, 
both piecegoods and yam. 

Q. I am referring to all imports into India. 

A. The argument would apply to everything, but hero I am talking of yam and 
piecegoods. 

Q. As regards piecegoods and yam, I think we had some sort of agreement that 12J 
per cent, would not bo necessary. The millowners themselves only asked for half.. 
They asked for 8, but that was based on Japanese exchange; but they only ask for half 
of this, i.e., 6£. You go beyond that ? 

A. I am not going beyond, Sir. I do not know whether the millowners have based 
themselves on the correct exchange considerations. My feeling is that exchange having, 
been twisted up 124 per cent, the duty will have to be in the next few years the full 12J 
pec cent, to neutralise the evil that has already been done in the past three years because 
goods have been driven out of markets. Other qualities and other goods have been given 
a chanoe of establishing themselves and in the next few years the full difference of 124 
per cent, will have to be allowed. But it is for your Committee to decide. 

Q. Your second point is—‘ a duty equal to the depreciation of the exchanges of the. 
exporting countries from their pre-war gold par ’ ? 

A. Yes, that would be necessary. 
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Q. Have you considered if it is worth while T We have had no special complaints 
as regards competition from the countries you mention. 

A. You had complaints about Japan ? 

We have not had oomplaints about other countries. Therefore is it worth while 
‘ making a discrimination f 

A. I am taking a correct scientific view of this problem and saying that the duty should 
apply to every country that sells goods to India and has its currenoy depreciated. Why 
should it apply to one country with a depreciated currenoy and not to another ? 

Q. If you take that view you will have to have somebody to work out the duty every- 
month. Would you not? 

A. I do not think so. That is rather an administrative matter. The Government can 
say that the duty should be the difference in percentage of the gold par of that country 
and its actual exchange in the previous three months, and that would be the additional 
duty to be applied to each particular case. It is not a difficult thing to- 
administer because it will be so muoh per cent, and nothing more. 

Mr. Subba Rao. —You deprecate any abolition of duties on the import of stores ? 

A. Yes. 

Q. But would you make an exception in the oase of synthetic dyes, because there is no- 
local production ? Two crores and a half worth are imported every year and there 
is no local product competing seriously. 

A. Where there is no local production competing, there should be no necessary objection 
to the removal of that particular duty. But what I had in mind was that unless you 
have reasonable duties on artioles that could be manufactured in this country, the 
manufacture would never start. 

Q. But there is not muoh likelihood of our starting any synthetic dyeing factory in 
the near future. 

A. I do not want to argue that point. I do not think it iB possible in the near future. 

Q. And would you not make an exception in that case ? 

A. I have merely put a general proposition. 

Q. You would in this case make an exception ? 

A. I have no objection. 

President .—You make a most interesting suggestion at the end of your evidence, 
‘ the creation of independent warehouse companies with substantial oapitals, who take 
charge of such goods and warehouse them ’. 

A. That was part of the suggestion about financing. 

Q. It is an extremely interesting suggestion. I would like to know how far you 
oonsider it feasible in India ? 

A I know of the case of the United States, though I have no personal knowledge. I 
know of Japan of whioh I have close personal knowledge, because I worked there many 
years. In Japan warehouse companies are started under a special law of Government 
which put certain duties and responsibilities on the owners of these companies. They 
are generally joint stock companies and there are private firms also. Then the warrants 
of those warehouse companies being issued under legal safeguards of various kinds, 
are very easily negotiable by bankers, etc., and that very much helps the financing of 
goods. For instance I may store my goods in a warehouse and then if I want money I 
may take the warehouse warrant to the banker and he will have all the description of the 
stuff and under the signature of the warehouseman to show that I was not faking 
and the goods were really there. So financing -really becomes comparatively easy because- 
it is merely to take that paper and the banker has not to go to the godowns and count. 
He simply looks into the warrants, sees that the quantity is there and then if he is satisfied 
about tne valuation, he gives 70 or 75 per cent. That thing has been developed in Japan 
during the last 30years, and it is my conviction that such a thing is needed in this country. 
At present the bulk of the goods is in the warehouses of dealers themselves, or in the 
mill godowns. Naturally you cannot keep count of it. Then there is the further 
difficulty of one not knowing exactly what the contents are and what their description is. 
That makes things difficult. I have suggested in this connection warehousing facilities 
for the finance of individuals dealing in local mills goods, because I have noticed in several 
cases that came to my notice that that was a difficulty which the bankers felt. They say 
it was easier when it was imported Manchester stuff. It came through a particular 
bank—an exchange bank—and the documents come straight to them they would know 
that those goods had been stored in the godowns and the banks could safely lend money. 
In the oase of locally made cloths the only evidence is some business in cloth from a 
Jooal mill, and then, the dealer if he went to the bank for finance would have some kind 
of invoic from the mill if it is all stuff from the same mill . But if he has bought a case- 
mo y 422—5 
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here and a case there, that is difficult. So I think an organisation of some kind of ware- 
houses on the lines in which it is done in Japan and in the United States would very 
much help the finances and liquidity of the merchants. 

■Q. You would have to have warehouses all over the place ? Would you not ? 

A. No. After a time things adjust themselves in this way that the warehouse being 
a big concern, can have its own railway siding or arrange a siding with a shipping company 
and then this warehouse company takes care of everything. It takes delivery of the 
stuff and keeps it in the warehouse. Everyday the warrants are prepared and'brought 
or if I want to ship out the goods I can give another order saying 1 out of my cases please 
ship 25 cases by such and such steamer ’, and they do it because they have a well-organised 
and trained staff and all other facilities which only a big company can have. Every 
individual dealer cannot have his own shipping department or railway siding. 

Q. My point was that you would want to have warehouses in different cities, one in 
Bombay, one in Ahmedabad, one in Cawnpore and so on ? 

A. Yes ; in different places, wherever there is a large amount of merchandise coming 
into the hands of the wholesalers. It is the wholesale trade that requires this kind of 
finance. 

Mr. Siibba Rao. —Have you any balance sheets of a warehouse company ? 

A. No; I have not got them here. 

President. —Do you know of any literature in which this Bystem is described, 
Mr. Madon ? 

A. I think I had it sometime ago, for instance, the United Slates Act governing the 
warehouses. I will try and send it you. 

Mr. Subba Rao. —Are these warrants specific or general ? 

A. The warrants are separate. Supposing I put 50 cases of piecegoods, I get a warrant, 
or if I ohoose to do so, they will give me one warrant for each five cases. So that 
whenever I want to give 5 oases I can deal only with one warrant. 

President. —The warehouse company makes itself responsible for the correct description 
•of the goods ? 

A. It is not the warehouse company which makes itself responsible. What happens 
is if it is taken delivery from mill X, when it takes my delivery order to the mill, it will 
have to verify before taking the delivery. They see to the number of the cloth and 
count the number of cases and then take delivery and thus become responsible for the 
quantity to be delivered. It is described on the warrants. We have a small company 
in Bengal. 

Q. What are they working ? What sort of goods ? 

A. Mainly goods which arc liable to import duty and by keeping which in the warehouse, 
the merchants escape paying import duties and looking up funds. This is not under 
any particular charter and I do not think excepting the general law, there is anything 
that deals specifically with warehouses, while in Japan and in the United States they have 
a special law. 

Q. How long is it since you were in Japan ? 

A. For about 11 years I was there, from 1894 to 1905. Than off and on I paid several 
visits, the last visit being in 1918. 

Q. Can you tell us anything about the yarn exchange ? 

A. I think I oan. I shall send you a short Note on the subject (see Annexure B). It 
is more or less on the same lines as the cotton futures business done in Bombay. But 
in every suoh thing the first thing they have got to do is to lay down the basis article, the 
article which everybody will deal in and for that purpose in the yarn exchange in Japan 
they have laid down 20s count of yarn. So all business is done for 20s yarn. But it 
does not mean it is only 20s. The basis is 20s. but holders of other counts hedge by selling 
20s according to their own idea of the parity of what they hold with 20s. Then what they 
do is that the committee of the exchange sits down and examines all the samples of the 
different mills and settles for a certain period the points on and off for various qualities of 
20s yarn. They will say mill J is yen 2 on per bale, mill X is yen 5 on, mill F yen 2 off, mill 
B yen 3 off and so on. Now the committee decides the basis and the business is permitted 
only to those who are members and shareholders of the exchange. Outsiders are not 
recognised. It is supposed to be between members. The one th ing which differentiates 
business in Japan from business here is that the exchange is supposed to be the body 
through which you sell and through which you buy. Practically all business is supposed 
to deal with exchange. H member A sells to member B, A will give contract to the 
exchange and B will also give contract to the exchange. It is a central body and this 
safeguards the general public and the members from risks because if, for instance, B 
fails, A does not lose because the exchange is bound to make up the losses. To be able to 
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do this, the exchange is started with a very decent amount of capital, and over and above 
that they get a share of the brokerage and further they have a right under the charter 
to call up margins. So what they do is when the business is concluded they immediately 
call up 3 or 4 per cent, margins from both sides. 

Raja Hari Kidian Kaul .—Even from the seller ? 

A. From both. It may be cash margin or the man may give the securities. That is 
called the original margin. Then suppose the market goes down, it is the buyer that 
lose s. The exchange immediately notifies to that man, ‘ please pay in yen 5 more per 
bale’. If he does not do so before the next day at 12 o’clock, the business is closed and 
the exchange gets out of any further risk. All this is done under the charter and as no 
other party in that city can deal in futures of yarns except that exchange and the 
members of that exchange, naturally everybody has got to conform to the rules and 
bye-laws laid down. 

Prwident .—You mean that the exchange has got a charter ? 

A. Yes. In Japan they have a general law which governs all kinds of futures trans- 
actions in all kinds of artioles and then each exchange which deals in a particular article 
has got to conform to the general provisions of that law and to conform to its own bye-laws 
and regulations which are again subject to the approval of the Minister of Commerce. 
The Government keep themselves in close touch with it. It considers it its duty to see 
that things are going right. They do not interfere in day to day transactions. 

Q. How do they sell yarns above 20s 1 

A. What happens is, if I hold 100 bales of 16s and I am afraid that market may 
go down, I go and sell 20s on the exchange at the price of the day, knowing that if 20s 
goes down, 16s also will go down more or less and by experience I know at what 
difference I would be justified in selling the exchange. 

Q. But alter all 20s may he a fairly large proportion of the total production. 

A. From the monthly reports of the Japanese Spinners’ Association it is not a large 
proportion. 

Q. It seems curious to have an exchange in which transactions are confined to 20s yarn. 

A. Yes. Everybody now after long experience has got used to the fluctuation, and 
it is a matter of practice and experience and one can form a fairly accurate estimate of 
the difference at which he will think it safe to sell 20s in order to hedge his own purchases 
which may not be 20s but 16s or 24s or 40s. I do not think many ever hedge against 
very high counts, say 30s, 32s and upwards by a sale of 20s, because there a different 
kind of cotton comes in. But all yarns below 20s are very well hedged against 20s 
contract because prices move more or less uniformly there. 

Q. Do you consider a similar yarn exchange would be an advantage to the Bombay 
mill industry ? 

A. It would be. But it is not as easy to do it as to say. Such things cannot be created 
by word -of mouth. The business has got to be started. Perhaps it will take 3 or 4 years 
to be established. In Japan it started somewhere about 1880. I went there in 1894 
and it was not an active market then. Butgradually both the millowners and the holders 
of piecegoods and holders of yarn oame to understand the advantages of it and the thing 
has developed to a large extent. 

Q. What is the special value of such an exchange to the industry ? 

A. All these exchanges really do one service. They distribute the risks of fluctuations 
of markets over a great many heads, because in a futures market it is not only the man 
who really wants to buy that yam that buys it, but it is also somebody else who is only 
a piecegoods merchant and who thinks that the level for yam is oheap who buys. That 
kind of thing goes on. It may be even an outsider who goes and buys, beoause he thinks 
it is a good investment for' the time being. Merchants are constantly thinking of the 
lines which promise to give them more profits and therefore, in the futures market, you 
have thousands of people who are not directly dealing in that particular business. So, in 
a big collapse, the results are not as disastrous in an exchange as they are in markets 
where there is no exchange. 

Q. On the other hand does not the existence of a big market like that of which not only 
the mills but piecegoods merchants and outsiders could become members. 

A. They cannot be members. 

Q. Who can be members ? 

A. It is for the body to elect the members, and the first shareholders are generally 
members. In the old days a man had to take a certain number of shares before he would 
be enrolled as a member. 

Q. Is any technical qualification necessary to be a member ? 

A. Nothing, excepting that he is a man of fairly substantial means to be able to meet 
his liabilities in case of fluctuations. 
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Q. But is there not also the possibility that the existence of an exchange of this kind 
promotes speculation ? It gives opportunities for people for gambling which they would 
not otherwise have. 

A. You will find a much better answer to that in the speeches I have given you from, 
the Liverpool Association. They are trying to answer the same question as to whether 
it is gambling or whether it is an encouragement to business. 

Q. I understand the position as regards cotton, but not as regards yarn. 

A. Yam in Japan has been supposed to be the one thing that will be nearest to the- 
manufactured goods, because yarn is half manufactured and it has been considered an. 
advantage to hedge in a half manufactured production where the movements would be- 
more closely in correspondence with the movements of piecegoods rather than to hedge 
in cotton. 

Mr. Subba Rao. —Like pig iron for example ? 

A. Yes. 

President. —Has Manchester got a yarn exchange ? 

A. It has got an exchange ; but it is not a futures exchange. I am not in close touch 
with it. 

Raja Hari Kishan Kaul. —Is it not a difficulty here that the mills do not generally sell 
their yam ? 

A. Still there is a very large business in coarser yams still going on in Bombay—a good’ 
deal of business in yams of 6s, 10s, 14s. 

Q. If they hedged on a large scale they might not have the yam available if the demand! 
is made by the purchaser. 

A. No; there is no danger of that, because the amount still sold as yarn is quite 
considerable. And then what will happen is in the case of a manufactured article if 
anybody tries to corner, it is quite easy for a mill to postpone its production of something 
else, and start on say 20s. for a few days and turn out the quantities required. It all 
depends on the prices. 

Q. You think it is practicable f 

A. Yes; because it is practicable in Japan. 

Q. With cloth it will be difficult ? 

A. Beoause there will be difficulty about the basis of the cloth. Perhaps the Millowners 
will bo able to tell you whether there is any basis. I am not familiar with that problem. 

Mr. Subba Rao. —In reply to Question 120 you say ‘ the margin of profit on higher 
counts has been much poorer than that on coarser counts ’. 

A. Yes. 

Q. Will you please tell us why the margin is much poorer in that case ? 

A. If you ask why, that is a technical problem. My point is I cannot tell you why the- 
margin is poorer. If you simply take the margin in annas per pound, it may be found 
to be bigger but when you distribute that margin over the total capital employed and 
the total time taken for the product, you would find that it would pay a mill to 
turn out coarser counts than to turn out finer counts. The net return of the capital 
employed will be poorer. 

Q. Because of the greater employment of the spindles and so on ? 

A. That is my impression from such information as I have from my friends in Bombay,, 
and I know of several mills who'thought it advisable to go baok from finer counts to- 
ooarser counts because they thought that the latter paid them better. It is merely a 
side issue, because your present enquiry is not an enquiry for protection in general. It is 
against the present conditions. I simply say that this will be the problem to be tackled 
if you wanted to deal with finer counts. Your enquiry is for protection against 
present conditions. So I simply said that this would be a problem to be put forward if 
you want finer counts. 

Mr. Subba Rao. —Do you suggest that we should go on to finer counts ? 

A. I think it should be the next development. Even to-day we are importing a 
considerable amount of fine counts of yarn and there is no reason why it should not be 
manufactured in this country although there are climatic and other considerations. 

Q. Raw material ? 

A. It is a handicap to us as well as to Japan or Lancashire. They have no raw material- 
American cotton has got to be imported from America. 

Q. It is a question of climate f 

A. Climate and other conditions. But those difficulties could be got over. 

Q. You think the development is desirable f 

A. I think it is highly desirable. 



Annextoe A 

Average Daily Wages of MiU-hands in Japan 
(as per Monthly Reports of the Rengokwai) 


Mills 

reporting 


T. T. on 
London 


Wages per day 


Male Female 


October 1922 
November „ 
December „ 
January 1923 

September 1923 
October „ 
November „ 
December „ 
January 1924 
February „ 
March „ 
April „ 

May „ 

June ,, 

July 

August „ 
September „ 
October „ 
November „ 
December „ 
January 1926 
February „ 
March „ 
April „ 
May „ 

June ,, 

July „ 

August „ 
September „ 
October „ 
November „ 
December „ 
January 1926 
February „ 
March „ 
April „ 


26 6/16 

26 

26 ? 

25 1/16 

25 $ 

26 3/16 

27 

26 11/16 
27 1/16 
26 9/16 
26 11/16 
23 7/16 
32 1 
23 
23 

22 5/16 
22 3/16 
21 9/16 
20 5/16 

19 16/16 
19 I 

19 i 

20 9/16 

20 13/16 
20 9/16 

20 J 
20 | 

20 | 

20 * 

20 4 

21 1/16 
21 4 


► Wages figures not given. 


Annexure B 

Note, on the Yarn Futures Markets in Japan 

There are several places in Japan where yarn is bought and sold for future deliveries 
just as cotton is bought and sold for “ Vaidas ” in Bombay. These markets are organized 
as joint-stock Companies with very substantial capital. The largest of such Exchanges 
is at Osaka, although there are Yam Exchanges at Tokyo, Nagoya and Kobe, and perhaps 
also at other places. They have a similar Exchange for Chinese yarn at Shanghai, China, 
which shows that the Chinese also have felt both the utility and the necessity of such an 
Exchange. 

The members are elected by the Board of Directors of this Exchange, and they must 
he shareholders before they can become eligible for membership. 

In Japan, there is a general law dealing with markets where business is transacted for 
future deliveries, and the organisers of any such Exchange, whether it iB yarn or cotton 
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or rice or oil or shares, have to apply for a charter under the Act and to submit to the 
supervising powers given to Minister in charge under such Act. The rules and bye-laws 
are also subject to his approval. 

Under such rules and bye-laws the Board of Directors of the Exchange has power 
to regulate the conditions of business, the power to allow or suspend business and the 
power to call for margins. 

The theory is that the Exchange itself buys and sells. Only members can deal in 
that Exohange, but they are supposed to deal not with each other but with the Exchange, 
who becomes the counter party to both the buyer and the seller. The result is that the 
failure of any member does not affect other members, as it is the Exchange that they 
look to, to fulfil their commitments. 

For standing as intermediary, the Exohange getB from each member half the brokerage 
that he can charge of his own clients under the rules, and this forms a very substantial 
source of income to the Exchange. To protect itself for the risk it undergoes ' as 
intermediary, tho Exchange has power to call up margins, and to close the transaction 
if such margins are not forthcoming by noon the following day. Members hav9 the same 
rights and ask for margins from their clients. 

The amounts to be called up for margins are indicated in the bye-laws, so that all 
who deal in that Exchange know what to expect. There are three kinds of margins— 
first margins, follow-up margins, extraordinary margins. As soon as a business is booked, 
the Exchange calls up the first margin from both buyer as well as seller. This is generally 
a figure equivalent to about 6 per cent, on the average price of the stuff during the past 
year. It is permissible to give securities instead of cash for such ‘ first ’ margins. Then 
the ‘ follow-up ’ margin is called up as and when market goes against a party, i.e., from the 
seller in case of a rise, and from the buyer in case of a fall. This must be in cash and is 
generally called up as soon as half the original or first margin is exhausted by the fluctua¬ 
tions of the market. The extraordinary margin is extra money called up in times of 
wild fluctuations to protect the Exchange against a big rise or fall between the closing 
market on one day and the opening market on the following day. Contracts are oomparea 
and margins and other matters settled at 12 noon every day. 

The deliveries were only 1st, 2nd and 3rd month in pre-war days, but now business is 
permitted for seven months at a time, i.e., one can buy or seli to-day for December— 
January—February—March—April-—May or June delivery. 

The procedure of deliveries is as follows :— 

All delivery and payments is supposed to he due on the last day of the particular month 
of delivery, i.e., 31st January for January unless the Exohange rules It otherwise. 

There is however, no physical delivery on the last day. Every one that intends to 
deliver has to bring and put his goods into certain warehouses in the control of officers 
of the Exohange, and get warehouse warrants. Then he has to apply to the Inspection 
Office of the Exchange for inspection of the quality. The Inspecting Officer examines the’ 
goods, and gives a suitable certificate if they pass the standards laid down by the Exchange. 
There must bo one certificate for each warehouse warrant of i> bales which is the unit of 
delivery. Theu, on the last day—day of deliver}' —the seller goes to the Delivery Office 
of the Exchange with his warrants with Certificates duly attached, and hands them over 
and gets the cheque at the settlement price. It is thus possible to complete delivery of 
thousands of bales in a few hours. 

The present rates of brokerage are 62 Sen (100 Sen—1 yen) per bale up to a price of 
yen 260 per bale and 2 Sen per bale more for every yen 10 higher in price. This applies 
to the first three months of delivery. For the next three months it is 6 Sen per bale 
extra. For the seventh month, it is a furthor 6 Sen, i.e., 12 Sen more than the rate 
chargeable for first, second or third month. 

The basis quality is the 20s yarn of a particular mill selected by the Board of Directors 
as nearest to their standard specification. The yarns of tho other mills are declared 
as so much “ on ” or off. Thu3 Mill A may be the standard, and the seller receives and 
the buyer pays the price named in the Coutract. Mill B is declared say Yen 2 per bale off. 
Then if yarn of Mill B is tendered, the buyer pays and the seller receives Yen 2 per bale 
less than the contract price, and so on. 

The basis mill and the “ ons ” and “ offs ” for other mills are fixed by the Board three 
months in advance of the deliveries to which they would apply, and so those who give 
and those who take deliveries know exactly what they will get, 

There are no disputes and no appeals against arbitration after delivery as in Cotton in 
Bombay, because the surveys are held by the Officers of the Exchange, and based on 
standard tests without being influenced by the position of bulls and hears at date of 
delivery. 

The charges for storage are— 

10 Seu for bale per month for storage. 

12 „ „ Yen 100 for insurance. 
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Yarn once warehoused and certified is good tender for three months from date of certificate. 
Then a fresh inspection must be applied for, and a fresh certificate obtained when it is 
again good for another three months. 

It may be mentioned here that the oldest of the Yarn Exchanges in Japan, viz., Osaka 
is named—“ The Sampin Exchange ” the word “ Sampin ” meaning “ 3 articles ” because 
the original idea was to deal in 1 Cotton, 2 Cotton Yarn, 3 Cotton Cloth. Somehow 
it was found impossible to develop the first and third, i.e., Cotton and Cloth, and yarn 
alone holds the field to this day, although attempts are being made for the past 4-5 
years to organise a Cotton Exchange also. 

Annexcbk C 

In my oral evidence yesterday I said that prices do not get adjusted to the current rate 
of exchange in countries with depreciating currencies and quoted some figures that I had 
worked out, of the French Index Numbers, to prove that there continued to be a great 
disparity between the actual level of prices and the level as it should be, if there was any 
adjustment proportionate to the change in the rate of exchange. I attach a statement 
of these figures herewith as it may be useful for your record. 

I also enclose an extract from the monthly review of the National City Bank of New 
York (for August 1926) which has a,bearing on the same subject and may interest your 
Committee. 

Retail Prices and Exchange 

That retail prices do not move to correspond with the movements of exchange oan 
be best seen from the figures of France. 


Far of Exchange 25-22* 


1926 

Prices in 

U. It. 

French 

Exchange 

rafiEMGr 

What France 
should be 
at parity 

Aotual Frenoh 
Figure 

January 

171 

129 

870 

480 

February 

168 

132 

879 

496 

March 

165 

137 

896 

497 

April 

169 

145 

914 

603 

May 

158 

155 

971 

622 

June 

168 

168 

1,052 

544 


The above are monthly figures for the current year when fluctuations have been rather 
wild. The same phenomenon can be noticed in the yearly figures :— 


Year 

Par of Exchange 25-22* 

Price in 

U. K. 

French 

Exchange 

What France 
should be 
at parity 

Actual French 
Figure 

1914.. 


100 

25-15 

100 

100 

1918.. 


210 

28 

233 

206 

1919.. 


209 

41 

340 

261 

1920.. 


258 

61 

624 

373 

1921., 


220 

524 

454 

306 

1922.. 


180 

66* 

435 

297 

1923,. 

. . 

162 

88 

573 

321 


The case of France is taken for illustration because it shows the disparity, as if from a 
magnifying glass, i.e., on a large scale, between the movements of exohange and prices, 
although the same situation will be noticeable in other countries with depreciated 
currencies. 
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MONTHLY REVIEW OP THE NATIONAL CITY BANK OF NEW YORK 

(August 1626) 

Depreciating and appreciating currencies 

The depreciating and appreciating currencies have been harmful to trade by the 
■confusion they have caused in wage and price relations. A depreciating currenoy 
reduces real wages by a gradual and silent process that is almost unnoticed for a time, so 
that a considerable reduction may occur before a compensating readjustment of wage rateB 
is made. Prices are affected in like manner. Instead of rising promptly to compensate 
for the declining value of the currenoy they respond slowly, thus falling below prices in 
gold standard currencies. 

The iron and steel and textile industries have been notably affected, beoause their 
products enter largely into world trade and consumption in these lines is not up to par. 
Belgium and France undersell Great Britain, Germany and the United States, because 
foreign buyers are able to convert their funds into French and Belgian currencies 
advantageously, while French and Belgian costs and prioes have not increased in corre¬ 
sponding degree. Canadian iron and steel producers recently have appealed to the new 
Advisory Tariff Board of the Dominion for speoial customs duties to protect them against 
importations from countries with depreciated currencies, referring to France and Belgium. 

Of course this apparent advantage to a country from the falling value of its own 
currency is temporary and deceptive. The country is selling its products and labour for 
less than they are worth, usually without knowing it. The people of Germany went 
all through that experience and want no more of it, although oomplaining now of loss 
of business to Belgium and France. The Committee of Experts appointed to advise 
the French Treasury, in its recent report, says that “ the French people are working 
and producing, but most of them are being impoverished unconsciously.” 

The British Situation 

On the other hand, an appreciating currency carries up wages and prices in purchasing 
power in terms of foreign currencies, unless readjustments are made, and this disturbs 
trade relations. Thus in Great Britain from the beginning of 1925 to the beginning of 1920 
the general wholesale price level declined about 10 per cent, and tho cost of living as 
calculated officially declined about 6 per cent., mainly as the result of raising the currenoy 
to the pre-war parity. The deoline in one case was greater than in the other because wages 
are a smaller factor in wholesale prices than in retail prices, and wages yield more slowly 
than any other factor in prices. Eventually the readj ustment probably will be practically 
uniform, but at present the situation is that British prices in competitive lines are forced 
down while costs have not declined in like degree. The purchasing power of British 
wages is tending upward, but British employers have failed almost wholly to get wage 
concessions on this account. About 26 per oent. of the coat production in Great Britain 
is sold for export, and now must be sold at a lower nominal price, although in currency 
of higher purchasing value. The miners arc contending for the same nominal wages as 
they had last year, but if account is taken of the higher value of the currency this would 
mean higher wages. In the present state of the industry the margin of profit is too 
small to stand it, hence the shut down. Thus what should be only a readjustment of 
wages and prices to a change in the value of currency, without in the long run affecting 
the standard of living, becomes the issue of a great industrial controversy. 
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Witness No. 61 

Mr. ]. A. WADIA, BOMBAY 
Written Statement 

(») Heprinl of an article from the “ Timee of India ” dated the 24th December, 1025 
On the 27th September, 1024, you were good enough to publish a review for the previous 
-year. The review for the past year is belated owing to my absenoe from Bombay. The 
results for the past year are extremely disappointing and show a net loss of 25-27 lakhs, 
although dividends to the extent of 73 • 48 lakhs have been paid out of reserves or suras 
carried forward. Agents’ commission came to 19-71 lakhs, salaries and wages come to 
-6-40 ororea, interest on working capital is l-27 orores, insurance comes to 36-49 lakhs, 
and depreciation is reckoned at 43-29 lakhs, the lowest figure since 1905. I give below 
the usual figures for purposes of comparison which will show at a glanco the adverse 
circumstances the industry had been labouring under sinoe 1921; I also give you prices 
•of yarn and long cloth since 1914. 

ear Prices of looal cloth and yarn Longclotli grey 

‘ annas per lb. 

Yarn per lb. annas 


1914 




No. 10s. 

6* 

No. 20s. 

7* 

10-3 

1918 




20 

27 

40 

1922 





18 

26 

1923 




iH 

15 

20 

1924 




14* 

17 

23 

1925 


. . 


10* 

13 

19 


Year 

I'roflt 

lakhs 

less 
omrnis- 
sion lakhs 

Leas 

Deprecia¬ 
tion lakhs 

Spindles 

lakhs 

i 

Looms ! 

Wage 

Paid- p 
Capital 
crores 

1905 .. 

347 

47 

65 

25-60 

i 

28,000 

201 

6-3 

1906 .. 

314 

47 

60*25 

28 14 

28,000 

218 

6*1 

1907 .. 

185 

36 

87-70 

26-13 

32,000 

217 

0 

1908 .. 

180 

34 

72 

27-84 

36,000 

219 

6-1 

1909 .. 

121 

80 

74-62 

28 00 

39,000 

229 

6-5 

1910 .. 

60 

20 

75-50 

28-04 

41,000 

256 

6-8 

Oil .. 

52 

24 

77 

28-90 

42,500 

256 

6-4 

1912 .. 

200 

40 

78-12 

28-85 

48,400 

268 

6-8 

1918 .. 

182 

29 

79-75 

29-25 

45,250 

247 

0-8 

1914 .. 

80 

25 

83-15 

30-09 

49,000 

237 

6 3 

1915 ,. 

186 

82 

83*37 

30-00 

52,000 

300 

6-8 

1910 .. 

312 

42 

84-62 

80-00 

53,205 

318 

8 

1917 .. - 

074 

70 

85*25 

29-33 

57,900 

376 

8-8 

1918 .. 

497 

61*50 

84-82 

28 82 

59,102 

402 

9*3 

1919 .. 

1,306 

131 

88-37 

29-64 

80,778 

500 

13-1 

1920 

1,653 

153 

170 

29-64 

60,634 

672 

16-1 

1921 .. 

1,539 

140 

177 

30-22 

62,763 

782 

18-9 

1922 .. 

727 

85-40 

132 

31-17 

65,521 

819 

18-9 

1923 .. 

201 

39-54 

09-37 

33-49 

68,946 

747 

20-05 

1924 .. 

37-43 

19-71 

43*29 

34-27 

71,138 

040 

20 
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In the whole of India we have 330 mills having 83■ 13 lakhs spindles, 1 • 51 lakhs loom* 
employing on an average 357,000 hands and consuming 19'18 lakh bales of cotton. We 
consumed less cotton last year than we did in 1922 when the consumption reached 22 
lakh bales per annum, In Bombay we have 82 mills with 34'27 lakh spindles, and 
71,000 looms employing on an average 148,000 hands daily. Our consumption of cotton- 
was only 8 - 21 lakh bales compared to 1922 when we consumed 10'74 lakh bales. The 
quantity of yam produced during the year under review came to about 60 crore lbs. 
against 70 crore lbs. of the previous year, or a decrease of about 14 per cent. Of this 
amount about 36 crores were consumed in the production of 40 crore lbs. of cloth, whilst 
we exported to foreign countries about 38 lakh lbs. leaving a balanoe of about 24'37 
crore lbs. for the hand-iooro weavers. Shipments of yarn to China have now become 
quite negligible. In 1905 we shipped to China about 6,52,000 bales ; last year we shipped 
only 31,161 bales. I give below the progress made by India, China and Japan since- 
1914 as regards additions to spindles and looms. 


Year 

All India 

Bombay only 

China 

Japan 

1914 

f 67'78 lakh spindles 

80 lakh spindles 

10 lakh spindles 

26'67 lakh spin¬ 
dles. 


[1*04 „ looms 

48,900 looms 

4,755 looms 

25,443 looms 


f 83'13 lakh spindles 

34-27 lakh 

35'81 lakh spin¬ 

44'77 lakh spin¬ 

1924 


spindles. 

dles. 

dles. 


(_ 1 ■ 515 looms 

71,033 looms 

22,477 looms 

64.460 looms 


The Japanese mills are working night and day and employing largely female labour. 
The above figures show you at a glance the progress of respective countries. It is a matter 
of great satisfaction that the excise duty has been removed. Of late years it has been 
falling. In 1921 India paid 2'38 crore rupees, whilst imported goods paid 6-41 crores. 
For the year 1924 India paid 1'66 crores, imported goods paid 6-16 crores. The prospects 
for the current year are anything but bright as we have had a strike of mill-hands whioh 
lasted very nearly for ten weeks. High price of cotton, high wages and poor prices and 
indifferent consumption coupled with high exchange all combined against the prosperity 
of the mill industry. The raising of the exchange from 1*. 4<Z. to Is. 6-J. has inflicted 
a grievous burden on the producer. He is losing about 12$ per cent, on the export value 
of his commodities. Not only that, but all other articles which are consumed in the 
country such as cotton and wheal are also affected by export prices. The purchasing 
power of the producer has been reduced by 12J per cent, and his economic condition has 
become worse. It is said that the rise in prices in the markets of the world compensates 
him for the loss inflicted upon him by the currency policy of the Government of India. 
Is he so rich that he should be deprived in an indirect way of the benefits which arise in 
price of Ids commodities in the neutral markets of the world gives him ;' Moreover 
who can guarantee that this rise in the gold value of his commodities will be 
maintained ? 

The American cotton crop is estimated at 1 ■ 02 crore bales with the result that prices 
have fallen enormously and Indian cotton is following in the wake of American cotton. 
The loss inflicted on our ootton producer by the rise in exohnngo came to about 12 crores 
on his entire crop of 60 lakh bales last year. One can imagine what all the producers are 
losing on all tho different crops Unless our currency is put on a sound basis, by reducing 
fixity from Is. 61. to Is. 4 d. and unless the country has an automatic currency and the 
rupee relegated to its proper position as a token coin by limiting its output, I do not see 
how the economic condition of India in general and of cotton industry in particular could 
be improved. We were deprived of an honest silver currency and were given a token 
currency which has resulted in inflation of prioes and w ages long beforo the war. The 
Government has collected £40 millions sterling in its gold standard reserve fund by 
sweating the token currency. It is said that the profits on coinage havo remained with 
the country. This i3 one of those half truths which are worse than lies, beoause they are 
so deceptive. For every pound sterling gained by Government by the selling of token 
ourrency, the producer must have lost more than ton times the amount. Let me illustrate ■ 
the point. It is said that if you put back exchange from Is. 6 i. to Is. id. the Government 
will require 3 crores more towards home charges. As I have shown above the producer 
of ootton alone, not to say anything about the other crops, has lost something like 12 
crores last year by the rise in exchange from Is. id. to Is. 6 d. 1 will not discuss this 
matter further since a Currency Committee is again inquiring into the question. 

I will, however, permit myself to say one thing and that is that our ourrency 
muddle which has been allowed to exist tor over 30 yeara reflects great discredit on the 
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Government and the people of this country. I attribute our currency oonfusion more to 
our ignorance and apathy in the matter, and even now our knowledge of tho subject is 
anything but thorough. I have however read with extreme pleasure and gratification 
the notes submitted to the Currenoy Committee by Mr. P. M. Dalai who shows a 
thorough knowledge of the subject and a masterful grasp of all the intricacies which are 
elucidated by him with a gratifying clearness. 

The year 1926 is expected to be more cheerful than the year which is about to close. 
Cotton has gone down and owing to the strike for ten weeks the stocks of cloth are low 
and are estimated at about 80,000 bales. Prices have not fallen to the same extent as 
the fall in cotton, but the industry must be freed from constant meddling with its 
currency and crushing taxation. The removal of 3J por cent, excise duty will cheapen 
cloth for the consumer to that extent, but the burden of competition with imported cloth 
remains since the imported cloth is cheapened to the extent of 12J per cent, by tho ris_ in 
exchange. The burden of high wages owing to inflation still remains. It is said that 
wages have risen abiut 99 per cent, since 1914 but the cost of living has risen only 53 
per cent. It. should, however, not be forgotten that the workman got no compensation 
for the ri e in prices between 1904 and 1914. The index number of food-grain prices rose 
from 117 to 222 during the above periods. 

( ii) Reprint of an article from, the “ Times of India ” dated the 1st April 1926 

It is usual with me to furnish you with a review of this important industry which, 
of late years you have been good enough to publish some time in September. Owing 
to my absence from Bombay, 1 was not able to give yon one earlier than the ODe published 
by you on the 24th December last. As I am once more leaving Bombay on the 10th 
April, I am afraid 1 will not be able to give you as complete a review of the past year 
as I would wish. 

I told you last year that we worked at a loss, and I And from a few of the reports which 
have come into my hands that the losses for 1925 will be greater than those of the 
previous years. The extent of the loss I am not able to surmise, as the great majority 
of the annual reports are not yet out. It is necessary to take a bird’s eye view of the 
industrial situation which existed in the past year and the immediate prospeots for the 
future. We have had a great deal of heated discussion from Mr. N. N. Wadia, C.I.E., 
and others about the keenness of the unfair Japanese competition owing to low exchange 
under-paid labour, long hours, and employment of women and children for night labour 
against the Geneva Convention. At one time Messrs. X. M. Wadia & Co. (unlimited), 
laid all our misfortunes at the door of the Excise Duty. That having been removed by 
Government, our industrialists find that the shoe is still pinohing ; and in their endeavour 
to find out a scapegoat, they have lighted upon the employment of women and children 
for night work. For my part I have seen in their utterances more heat than light, and 
I am extremely anxious to put before you what I think of the whole question. 

Imports of Piece-jools 

It is said that low exchange favours Japan. Japan has done nothing to lower it 
whilst we have deliberately raised our exchange from 16 d. to ISd. with the result that 
our imports of yam and cloth have gone up from 66'30 crores in 1914, 70" 13 croresin- 
1923 and 67-48 crores in 1924, to 82-32 orores of rupees in 1926. Of course high exchange 
is bound to favour imports as it did during the 2s. rupee boom j but out of about 82 
orores of textiles imported, Japan’s share is 5'74 crores of rupees worth of piece-goods 
and 4'69 crores worth of yarn. Practically the import of cotton goods and yam is 
confined to the United Kingdom and Japan which monopolise the bulk of our import 
trade in this direction. The following figures show the total percentage of piece-goods- 


imported:— 





Japan 




United Kingdom 

Year 




Per cent. 

Per cent 

1921 




85'6 

113 

1922 




87'6 

8'3 

1923 




91'2 

6-8 

1924 




88'8 

8'2 

1925 




88-5 

8-5 


Turning to our own manufacture, we have produced more yarn and cloth than we 
did during the previous year. We produced last year 71'93 crore lbs. against 61'73 
crore lbs. for the previous year, or an increase of 16'53 per cent. We consumed about 
40 '95 crore lbs. of yarn in producing 45'86 crore lbs. of cloth. Wo shipped to foreign 
markets about 36'o3 lakh lbs. of yam, and the rest, viz,, 30'62 crore lbs. were consumed 
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T>y tho handloom weavers at home. The money value of our cloth, I reckon, at about 
69 crores and of yam sold at home and abroad about 23 ■ 60 orores of rupees. So, againBt 
imported cloth and yam of the value of 82 orores and the home production valued 
at about 92’50 crores, or in all 174'60 orores, the Japanese imports came to about 
-10 orores. 


No progress in Bombay 

If you ask me why we have increased our own production of cloth and yarn, the reason 
to my mind is very simple. We have been carrying on our industry for very many 
years under adverse and unnatural conditions. Barring tho boom period, we have been 
straggling. Mr. B. F. Madon in his speeoh at the Indian Chamber of Commerce truly 
said that our manufacturers hardly pay any attention to the exchange question which 
is at the bottom of a great deal of our misfortune. Of all our mill agents Sir Victor 
Sassoon is the only intelligent and honourable exception who emphasised tho part 
played by exchange at the last annual meeting of the Association, and who expatiated 
on the serious disadvantages of high exchange artificially raised. I have said about 
that the Bombay cotton industry is carried on under adverse circumstances brought 
about by exchange. Bombay mills have not increased in number sinoe # lBOO. In 1900 
we had 82 mills with 25'36 lakh spindles and 22-215 looms. We have"82 mills to-day 
with 34-27 lakh spindles and 71-133 looms. You will say that we have made some fair 
progress. I say no. We have increased our weft spindles, because wo have increased 
our looms. Our blow room and oard room machinery is practically tho same. We 
increased our looms because our yam was driven out of China. Yarn which paid us 
3$ per cent, excise duty was causing heavy losses. It is doing the same to-day; and 
even to-day all who have reserves and can finanoe are forced to fall bock on the 
production of cloth. Every addition of 100 looms would require 1,600 weft spindles. 
In 1900 about 41 mills or half the number were purely spinning. To-day not four 
■ are left. 

I would, however, give you a better test of our progress as oompared with China and 
Japan as regards consumption of cotton. I take the figures from a hand-book by Messrs. 
J. H. Springham & Co., and I am indebted for it to Mr. Cakhmidas Nemidas, a highly 
respectable cotton broker to Messrs. Volkart Bros. :— 



Bombay 

India 

Year 

Spindles 

Looms 

Cotton 

Consumption 

Spindles 

Looms 

1 

1 Cotton 
j Consumption 


Lacs 


I.ae bales 

Laos 


Lac ljalos 

1914 .. 

80 

48,800 

10-78 

67-78 

1,04,000 

21*43 

1923 .. 

33-40 

69,000 

10-69 

79-27 

1,44,800 

21-52 

1924 .. ..i 

31-27 

71,100 

8-21 

83-30 

1,51,500 

19 17 

1925 .. 

34*57 

72,200 

9*04 

85*10 

1,54,200 

22-26 



China 

Japan 

Year 

Spindles 

Looms 

Cotton 

Consumption 

Spindles 

Looms 

Cotton 

Consumption 


Lacs 


Lae bales 

Lacs 


Lao bales 

1914 .. 

10 

4,755 

6-60 

20*57 

25,448 

18*34 

1923 .. 

26-80 

13,631 

10-00 

8-77 

60,900 

24-06 

-1924 *, 

85-81 

22,500 

16-24 

44-37 

64,460 

19-22 

1925 .. 

85-81 

22,500 

16*24 

61-10 

64,460 

24-44 




77 


Indian bales contain 392 lbs. and the bales consumed by China and Japan are reckoned! 
at 600 lbs. to the bale. Upcountry milla.are differently and more advantageously situated. 
Their expansion of spindles and looms is more natural, ours is forced. We have been 
compelled to sink more money in Bombay for looms and spindles when the depression, 
in the doth market had been very acute and even to-day mills with large reserves are 
doing their utmost to reduce their yarn output and turn to cloth which gives a small 
maigin of profit, whilst yam is a dead loss although there has been no excise duty on 
yarn. In 1914 wo shipped to China 3‘24 lakh bales, in 1923 68,000 bales; in 1924 31,000 
bales; in 1925 28,600 bales, One may say that it is natural for China to supply her 
wants. That is quite true, bat what I say is that cheap labour and silver currency hare 
materially helped her, whilst your currency muddle has destroyed both for us. In 
your able leader of the 24th March last under the heading “ Trade and the Empire 
you rightly say as follows : “ Any reference to the gold standard and currency in its 
effect on trade and industry is usually dismissed contemptuously as the vapourings of 
currenoy cranks. But Mr. McKenna cannot be thus impolitely dismissed, and it is 
incontestable that the prolonged effort to contract British currenoy to a point at which 
the gold standard could be safely re-introduced had a markedly deleterious effect on the 
trade particularly the trade in the home market of Great Britain.” 

Inflated Prices 

The way you worked our 1«. 4 i. rupee may be gauged from the index numbers of our- 
food-grain prices. In 1904 it stood at 117 ; in 1913, 199 ; and in 1914, 222 ; and all this in 
times of profound peace. You destroyed our natural currenoy, and flooded us with 
token currency which resulted in an ostensible profit to the treasury of 40 million pounds 
sterling. You know the losses sustained in the reverse council bills which were computed 
at 30 crores, and Sir M. de P. Webb computed the loss to the country at 200 orores. The 
inflation of prices meant higher wages and higher wages meant higher taxation, Govern¬ 
ment alone taking from the public in direct taxation something like 45 crores per annum, 
to say nothing of indirect burdens, which I roughly estimate, at another 45 crores per 
annum. I am told that I am always quoting food-grain prices which do not represent 
more than 60 per oent. of the cost of living to a workman; but I do not see much 
difference between the cost of living and the cost of food-grain prices. In your issue of 
tho 16th Maroh under the heading “ The cost of living ” you report as follows : “ lh : 
February 1926 the working class cost of living indox was 154 and 150 for food artioles 
only.” 

Working Hours in Japan 

Another point to which great importance has been given is long hours of labour and- 
female and child labour. It is said that Japanese mills are working 22 hours a day in 
two shifts. Mr. N. N. Wadia worked his mills also during the boom period in two shifts 
and in consequence, I believe, he had to leave the Millowners’ Association which 1 am 
happy to say he has rejoined. He and his brother Mi. C. N. Wadia are both very useful 
and intelligent members of the Association and 1 worked with them as a member of the 
Committee for nearly eighteen years. If I disagree with his opinions he will please ooDsider 
that it is after all a friendly difference. In answer to a question in the House of Commons 
it was officially given out that the Japanese mills are working day and night in two shifts, 
each shift 9J hours. In your issue of the 16th March under the heading “ Cotton Trade 
of Lancashire ” the following paragraph occurs: “Mr. Holroyd referred to the fact 
that the Japanese ootton industry was largely protected and that 20 hours a day were 
worked in the mills. In addition the ootton exports from Japan were being subsidised 
by the State. I have no hesitation in saying that the foreigner is not winning or 
retaining the markets by reason of his skill or enterprise, but because he is favoured with 
conditions which are denied to ub.” 

Let us examine these conditions. Japan is a protectionist country. We can be that 
if we like. She iB working 20 hours. We can do that also ; but our labour will not have 
it. She is working with 80 per cent, of female labour which is cheaper than men. This 
advantage will always remain with her. We may pay whatever we like, female labour will 
never be available to us largely. The conditions of the two countries are quite different. 
The only serious objection, whioh is urged against Japan with truth is that, having signed 
the Geneva Convention, she is employing female and childlabour at night. I willnow assume 
that she gets a result from working with cheap female labour during day time which 
is not available to us and which I estimate, say, at 100. Now it is a great advantage to 
work your entire costly plant during the night also whioh we can never do. People in 
India tried it in Bombay and elsewhere and have failed. We have no labour for night 
work. I will estimate this result of the night work at 150. Now if Japan discontinues 
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female labour at night, I may knock of 25 or 50 per cent, of the advantage which she reaps 
from cheap female labour. So the result will be that she gains a hundred by day labour 
which is 80 per cent, female and she gains a hundred in spi'e of employing all male 
labour ; because the advantage of working her plant continuously remains with her. 

Effects of High Exchange 

What has hurt us to-day is not Japanese cheap labour, but the deliberate raising of 
the exchange from 1<. 4 1. to Is. 61. with the result that instead of importing 69 crores 
worth of cotton goods we kavo imported 82 ; and as to labour the cost of living has gone 
up since 1914 by 54 per cent., whilst wages havo been doubled, and every at empt to 
reduce it by even 11 per cent, has failed for the simple rea'on that you do not take into 
consideration the rise in food-grain prices which has taken place between 1904 and 1914, 
and which I estimate at 90 per cent. The serious question to my mind is to consider 
dispassionately our present economic situation as regards the cotton industry and 
how to set about to remedy it. That to my mind is a proper question for 
consideration. 

Before I proceed further perhaps you would like to know the opinion of t' e Honourable 
Sir IX E. Waoha on this point. In a paper read before the Royal Society of Arts in 
London, which was published by you on the 26th June 1918 he recommends as regards 
Japanese competition and export duty on cotton. Some time back he supported our 
Government as regards oxport duty on hide and skin: I then wrote to you strongly 
protesting against these absurd duties. But in his papor there is something more 
curious when he says “ there is no doubt that the abolition of all duties (import) in 1882-83 
gave a great stimulus to the multiplication of the cotton factories in the country ”. 
I have never read anything so absurd in all my life. The export duties are objectionable 
beoause in your attempt to support your own textile industry, you would be injuring the 
interests of the ryot who is a producer and seller of cotton. The paper is bristling with 
absurdities and I only quote him to show that prominent men like him who are connected 
with the industry for the last half a century are not capable of taking correot economic 
views. I have Often been pained at the denunciations of Sir Dinsha Waeha, Mr. N. N. 
Wadia and many others against the 3J per cent, excise duty, to which I at ouo time 
myself objected, but directly our Government differentiated between Indian goo.is and 
imported goods, I ceased to object to the oxcise duties. I have repeatedly shown, as I 
have tried to show in this article, that yarn which paid no duty lost ground heavily, 
whilst cloth which paid duty was comparatively better off. We find that the excise 
duties are now removed, for which we are all glad ; but I also find that the import duties 
of 11 per cont. practically disappeared long before the 3 j per cent, excise duties were 
removed. 

Double the Import Duties 

1-et me ooneider the incidence of this taxation. I hold that these duties were paid 
neither by Indian manufacturers nor by Lancashire. They were paid by the consumers 
of the cloth. One paid 3J per cent, the other paid 11 per cent. ; but I also hold that 
imported cotton goods are entering India duty-free to-day. You have cheapened Lanca¬ 
shire cloth to the consumer by raising your exchange from la. 4 d. to la. to 6 d. so on one 
hand you take from him 11 per cent, and give back in exchange 12J per cent. Therefore 
the simplest solution to my mind is to double the import duties now levied and not to 
make any difference botween imported yarn and cloth since home-made yam stands 
more in need of protection than cloth. You many say that we would bo injuring Lanoa. 
shire trade if we doubled the duties. 1 do not want it permanently ; I want it till suoh 
time as the exchange question remains unsettled, and imported cloth continues to get a 
bounty through high exchange. I have no desire to injure Lancashire, although the 
industry owes nothing to Lancashire but pin-pricks, but we owe a lot to England who 
has made India what she is to-day ; and you have only to glance at the condition of native 
states as compared with British India to appreciate what I have said. Last year we 
realised 51’41 lakhs by duty on yarn We realised 7-73 crores by import duty on cloth. 
Why take from the public about 8 • 25 orores which wo do not require as we have a surplus 
without it ? My idea is that you do not injure a community as o whole if you take 8 - 25 
croies from them more than you require, if you gave up the same amount by remitting 
taxation by reducing or abolishing salt duties or railway charges or income-tax, super-tax, 
duties on silk and wool, etc., in any manner you like. You do not reduce the purchasing 
power of the community, because what you tako in one shape you give up in another. In 
the meantime you have the satisfaction of supporting a great home industry, which sorely 
requires immediate help. 



79 


The worst is over 

We have seen the worst. Cotton is low, and although yarn is losing, cloth is showing 
a fair margin of profit and the mills are bound to do much better in 1926 than they have 
done for the last three years. Stocks of cloth to-day unsold are reckoned at 50,000 bales ; 
whilst cloth is selling at 18 annas per lb.. No. 20?. yarn 11£ annas per lb., and 10.?. at 9j 
annas which compares with the previous year as follows : cloth 19 annas per lb. 20s. yarn 
at 13 annas and 10s. at 10J annas per lb, whilst cotton has dropped more than Rs. 100 
per candy since last year. This is my twenty-first'annual review and I cannot give you 
at present the actual figures of profit and loss which are not available yet for the past 
vear. I hope to give you a fuller survey of the industry at about the end of tho year 
when I hope to return from Europe. 
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Witness Mo. 61 
Mr. J. A. WADI A 

Oral Evidence recorded at Bombay on the 31st August, 1926 

President.—Very briefly, Mr. Wadia, what do you consider are the causes of the present 
depression ? 

A. I attribute it first to the great quantity of goods imported during the boom period. 
Our average imports from all countries are about 70 crores per annum in value. In the 
year 1921 we imported 102 crores. There was thus an excess there. That had to be 
worked off and that caused depression for years. After that wo again went back to 
our 70 crores per annum and a little tinder, never over. In the year 1924-25 again 
exchange was shifted from la. S d. to Is. 6 d. The result was that we went up to 82 crores, 
another 12 crores more, and we have now, between 1921 and 1925, owing to exchange an 
excess of 44 orores over and above what we are producing. 

Q. Forty-four croTes of rupees t 

A. Yes, rupeeR. One year we had 102 crores and another 82 crores, instead of 70 
crores. Of course we have gone back for the year ending 31st. Maroh 1926. We have 
gone back to 70 crores. But the excess has to be worked off and it will take years. 
Our profits have been declining. In fact there have been no profits for the last few years 
and I believe this will continue for another two or three years. I will read these figures 
from the review of the trade of India :—- 

In 1913-1-1 the average was 66-36 


1919- 20 

1920- 21 

1921- 22 

1922- 23 

1923- 24 

1924- 23 


69-8 
102 
66'94 
70 13 
67-48 
83-32 


So, you have got 102 crores in 1920-21, in 1924-25 83 32 crores. Of course that means 
that we must produce less and we are producing less. We have gone on strike, a three 
months strike. That must cause shrinkage. Then, bad trade, that will prevent us 
from expanding. All these are causes which have gone a long way to cause this present 
depression in the industry. 

Q. I should have asked you at the outset, Mr. Wadia, what is your own connection- 
with the industry ? 

A. I have been connected with the industry lor the last 40 years. I have been a 
promoter and am now the controller of about 13,000 looms out of the 71,000 in 
Bombay. 

Q. In what capacity ? 

A, 1 am a Director. 


Q. Of how many mills ? 

A. About. 13 mills, which control about 13,000 looms, perhaps a little more, not 
less, out of 71,000 in Bombay. 

Q. You have a very extensive knowledge of the trade. You were saying that 
production decreased last year owing to tho strike ? 

A. Yes, I have no figures for that. 

Q. It is hardly borne out by the figures the Millowners have given us ? 

A. Those figures are for the whole of ludia. I am speaking of Bombay. Now, in 
Indore they are having a strike. 1 have no figures for the last year. 

Q. They show a deorcaso in 1918-19 and 1922-24, but apart from that, the figures 
for Bombay, in spite of strikes, have been steadily going up and were at their highest 
in 1924-25. 

A. Let me draw your attention to one thing. When exchange was fixed at Is. id. at the 
end of 1898, we had nearly 42 yarn mills pure and simple in Bombay. Not two remain 
to day. 1 generally go by the quantity of cotton consumed and I find that in 1919 we 
consumed 9-99 lakhs bales, in 1920 we consumed 9-57 lakhs bales, in 1921 we consumed 
10 80 lakhs bales, in 1922 we consumed 10-74 lakhs, in 1923 we consumed 10-59 
lakhs bales and in 1924 8-21 lakhs. When we found that we were being driven out of 
China owing to exchange and the fall in China exohange wo found that our spinning mills 
were not doing anything worth the name. • When we started, we did not want weaving 
mills. There is not one spinning mill with us to-day, not one out of the 13 that we are 
controlling, is a spinning mill. We are doing our level best to add looms because if 
they do not pay you they do not lose. But yarn is losing. In one of the oonoerns- 
where we have got about 65 to 75,000 spindles we were keeping 18,000 spindles idle- 
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beoause we have not got looms enough for them, and we have not got enough money for 
the looms. 

Q. When you say ‘ driven out of China by the exchange,’ I expect you saw in the 
papers an account of our discussion with the millownerB on that point, in which we pointed 
out to them that it took 15 years for the China trade to go, that it took 16 to 20 years 
after the mints were-closed for the China trade to disappear, and that other factors had 
come in in that period, namely the rise of the Japanese industry and what was even 
more important,the establishment of mills in China. Therefore there is something to be 
said for the view that it was not exchange which drove India out of the China yam trade. 
Another factor in favour of India was that Japan also went in for a gold standard in 1898 
and that therefore Japan was exactly in the same position as India after 1898. In 
these circumstances wo asked the millowners and we should like to ask you how it can 
be held that it was exchange which meant the end of the China trade in yarn f 

A. Well, Sir, you said just now that it took 15 to 20 years before our yam trade 
practically disappeared. How many years have we taken to obange from yarn to cloth T 
We have been changing from 1900 to this very day and we have not yet changed entirely. 
As to your saying that Japan was identically in the same position there is a great deal 
of difference. There is a great deal of difference between the two. One was protected, 
the other was not protected. Even the 3} per cent, duty you were levying for purposes 
of revenue necessitated an excise duty. In 1917 you continued to levy the 3£ per cent, 
and raised the import duty. 

Q. That is not the point. That does not affeot the export trade. My point is that 
Japan went over to the gold standard in 1898 and that therefore, as far as exchange waB 
concerned, was in no more favourable position in regard to the China trade than India. 
The fact that India had not an import duty of more than per cent, does not seem to 
me to affect the export trade of the two countries. 

A. Japan having protected her own industry was bound to do better. She has driven 
out Lancashire. She has not driven out Bombay alone. 

Q. You mean in China ? 

A. Yes. If I am protected at Home I oan afford to do cheap trade and even to lose 
money on it. 

Q. Does it not depend on the comparative extent of your home market and your 
export market ? 

A. It shows'oloarly this, that if the home industry is.protected it can drive away foreign 
industry and they have done it not with Bombay alone but with Lancashire also. 

Q. In other words, Mr. Wadia, yon mean that you can make sufficient out of the home 
consumer by charging him higher prices ! 

A. Absolutely. All import duties are a tax on the consumer. 

Q. Then the question arises whether this is a good dootrine to apply to India where 
you have got an enormous mass of poverty stricken consumers ? 

A. They are not consuming our i mported goods. They are too expensive for them. 

Q. Imported goods ? 

A. Yes. I think all our imported goods excepting 25 per cent, are luxuries. That 
is what I think. I had a discussion in the Press with a gentleman and I went into the 
figures and I could only make out that 25 per cent, alone could be considered to be 
consumed by the poor people. I doubt whether the poor people are consuming our own 
cloth. 

Q. Are you able to give us any exact idea of the competition between Indian, Japane.su 
and Lancashire goods ? If you would enlarge on the subject, it would be helpful. 

A. All that I can say is that goods produced by Lancashire and consumed by tho 
country are consumed by the better class of people. Even our mill goods are not 
consumed by the poverty-stricken people. There is a great deal of handloom weaving 
going on. They are consuming large quantities of Indian yarn and they are consuming 
large quantities of imported yarn. 

Q. We have been told that the handloom weavers use a very large proportion at any 
rate of the finer counts ? 

A. Quite right. Handloom weaving also caters for better classes of people,, 
certain handlooms. But we are to-day selling 6s, 8s, etc., in large quantities. Of 20s, 
24a and 30s we can sell only very little. 

Q. Do I understand your view to be that the handloom weavers use yarn of counts 
at the two extremities, the very coarse and the very fine 1 

A. Yes. 
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Q. However, in spite of the fact that you consider that the duty is paid by the 
consumer, you want the import duty to be doubled 1 

A. Just to proteot the industry, I do not want to take more money from the people. 
I want to take it in the shape of import duties and want to give them back the eight 
orores or so which I wish to take from them. My present purpose is to protect this industry. 

Q. But how are you going to give it back to them ? 

A. In the shape of rebate in other taxes. There is the salt duty for instance. Suppose 
I am now getting 8 crores of rupees. I ask you now to double it and you get 16 crores. 
You will say you do not want the extra money. I say give it back in remission of taxes, 
remitting the duty on salt, income-tax or anything you like. That is for the Finance 
Minister to suggest. I do not want to take more money out of their pockets. I only 
want for the time being to proteot the industry if you think, Sir, that this industry is in 
a bad way. If you do not think so, there is an end of the matter. 

Q. You consider that the end will be aohieved by doubling the present rate of duty ? 

A. Only for the time being. 

Q. For the time being ? That is an important point. What do you mean by ‘For the 
time being’ \ 

A. Till the imports are cheeked, till the 44 crores rupees worth of goodB they have 
taken into the country owing to high exchange are consumed, til] we have had a 
chanoe, a fair run. It is not the loss of profits only that we are suffering from, but 
Joss of credit. There is nobody lending them money. That is more serious. There is 
nobody to lend them money. The publio won’t lend any money. Only tho banks, the 
Imperial Bank and other powerful hanks stand by you. If they do not, you will have 
to shut up shop. Loss of credit is the more senous thing. 

Q. Quite so, then you have no idea as to how long T 

A. About four years, about three or four years. 

Q. You have made a careful study of this question, Mr. Wadia. You know how difficult 
it is to take off a duty once it has been put on T 

A. I know that. That has been said about the exchange, that it is very difficult to 
take it up and take it down. But when it suits Government they do it like a seesaw. 

Q. There have been very few countries in the world which onoe they started on 
.protection have taken it off ? 

A. Iamawaraof that, but there are very few countries without protection. Even 
England herself-according to me is protecting her industry. Without protection, Lan¬ 
cashire would go to tho wall. She has been protecting her industry all these years by 
compelling us to be on a free trade basis. What Japan did with Lancashire we can do 
just as well. Lancashire industry is an unnatural industry for Lancashire. She has got 
no raw materials; she has got no market. We have got labour, raw material, capital, 
market and yet we are not doing well. 

Q. Quite so, but why are you not doing well if you have got all these advantages over 
Lancashire J 

A. Because you have put us on what you call a free trade basis. 

Q. If you have two oountries both on a free trade basis one of whioh has the 
advantage of labour, raw material and markets, it is obvious that if the country with the 
•advantages oannot compete with the other there must be something wrong. What is it ? 

A. That is not so. After the Franco-German war Germany went, in for free trade on 
your basis. She discontinued it: If you have developed your industry with the help of 
proteotion and if you afterwards ask me to be on the same basis as yourself, I cannot 
compete, not successfully, If you have a race horse and I have a cart horse—both are 
horses—but we oannot run a race, and I cannot win with my cart horse. Ours is a young 
industry. The men who are working, the labourers, are not experienced. The men who 
are managing are not experienced. The Directors themselves do not know muoh about 
the business. They have acquired knowledge for the last 60 or 70 years and they 
have not collected muoh yet. It takes time. 

President : After 70 years’ existence, you say, Mr. Wadia, that yours is a young 
industry ? The Japanese seem to have acquired their knowledge in less than 70 years. 

A. Because of the question of protection again. 

Q. How has that helped! 

A. Because protection has given them time to learn. 

Q. You have had time to learn ? 

A. Imagine those who have acquired knowledge and who have been working an industry 
lor 20 or 30 years. Suppose they all went into iiqnidation. Their knowledge is worth 
nothing. If proteotion was not of any great advantage, the world would not adopt it. 
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Lancashire would not have insisted npon our having excise duties. It insisted all these 
days; and when she was helpless she kept quiet. 

Q. I oannot see, as I said before, why there should be this difference when both the 
countries are on a free trade basis. 

A. It is just like a wrestler whose muscles are well trained and who is strong, wrestling 
with another whose muscles are not trained. The first man must win. Your knowledge 
Is greater than ours. Your labourers are more skilful than our labourers. You are more 
intelligent and clever. 

Q. Exactly; now you are getting to the real difference, Mr. Wadia. It lies in the 
efficiency of labour. Do you consider that If you have protection, you are going to 
improve your labour standard, so that your labourers will be in every way as efficient 
as those of Lancashire ? 

A. Yes, if we had the same chances as the Japanese had, 1 think we could have done 
equally well. 

Q. What ohanees are you referring to ? 

A. Protection. 

Q. How is protection going to improve the efficiency of labour ? 

A: During the boom period we were flush of cash. We began to build chawls for our 
workmen. We began to allocate money for welfare and other works. Once you are 
prosperous you oan improve. What I want to urge is this, that Japan has turned out 
Lancashire and we can turn out both Lancashire and Japan in no time. But here we are. 
We have got our excise duty. We have an exchange which is being meddled with 
for the last 33 years. We have had inflation of prices owing to the way in which you work 
the exchange. Before the war the prices of food grains rose cent, per cent, owing to 
your token currency. I will give you an instance. In 1894 your food grain prices 
stood at 114. In 1904, they stood at 117 ; in 1912 they stood at 189 ; in 1913 at 199 
and in 1914 at 222. You inflated your ourrency. You inflated prices and we are paying 
to-day to the Bombay labourers about 3| crores of rupees more owing to inflation and 
we cannot reduce it. We cannot reduce the wages, although the cost of living has 
gone down by 50 per cent, since the war, because we have not given the labourers 
sufficient, compensation when the rise took place before the war. We have been made 
.to work under all unnatural conditions. If you had given us a Is. id. exchange 
and an automatic ourrency, it would not have harmed us a bit. 

■Q But when you had a Is. id. rupee you had what you wanted f 

A. No. You gave us Is. id. and gave us token ourrency. If you had given ns what 
the Fowler Committee had recommended, we would not have suffered from inflation. 
The food grain prices which never rose for 60 years, you took up from 117 in 1904 to 
222 before the war. 

Q. I do not feel competent to disouss these large questions of exchange before the 
war. But to the best of my knowledge, that rise in prices to which yon refer was not 
special to India. It was a world rise in prices and was the effect of the gold discoveries 
.from about 1893 onwards. 

A. Yes. But I am now talking of prices between 1904 and 1914. 

Q. I say that was a world rise of prices. It was not special to India, [f you had had 
everything you wanted in the way of gold currency in India, it would not have been 
the smallest difference, because the Indian prices were in sympathy with those throughout 
the would. 

A. Let me tell you this. I am sorry I have not brought with me the figures. I 
would have given you figures from the “ Statist” to show that English prices did not rise. 

Q. From 1909 to 1914 ? 

A. Yes; they did not rise. 

Q. If you could send us the figures, we should be glad. 

A. I should be very happy to submit them. 

Mr. Subba Rao.— You say that the present depression ie due in part, if not largely, 
to the excessive imports in 1919-20 and 1922-23. I think you mentioned those'two 
years in particular. I think you said later that Lancashire goods did not compete very 
largely with the Indian mill products. How do you reconcile the two positions ? If the 
imports did not oompete with the local production, how would that affeot the production 
in the Indian mills ? 

A. It would affect it. I could not explain it to,you. But if you have a larger quantity 
urf foreign goods, it will affect your production. 

Q. In other words, the competition is much keener than what you yourself suggest T 

A. Yes, it must be. 
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Q. 1 want to know if it is. I want to know the results of your experience. 

A. Take for instance a piece of cloth which Lancashire was selling for a pound. It was 
then sold at Rs. 15 and the same piece is now selling at Rs. 13-8 0. The consumer gets 
the benefit and he is likely to consume more. Anyth mg cheap will sell better and if 
anything is selling cheaper it must be at the cost of something else. 

President. —You mean that it brings the price of everything else down in proportion ? 

A. Yes. 

Mr. Subba Rao. —Secondly. I tliink you said that weaving involves less Iosb than 
spinning. Therefore any development that led to an increase in looms would not 
bo in itself undesirable ? 

A. It is Hobson’s choice. 

Q. Therefore, though the spur might have come from the loss of the Chinese trade, 
the movement was or. the whole desirable ? 

A. It was going on since 1900. We had 42 yarn mills ; there are not two remaining 
but all have turned to looms. 

Q. T? that desirable 1 

A. Very desirable. You soe the manufacturer is not an economist. He finds that he 
is losing money in Rome direction and he wants to avoid it. 

Q. But the change has been for the bettor ? 

A. It is so and must be so. There is no doubt about that. 

Q. Turning to the rise in prices before 1914 I have got here the figures you referred 
to. They were given in your evidence before the Fiscal Commission. Can you from 
those figures say that prices in England had not risen ? 

President.— Where did you get your prices in India ? 

A. From the official records. 

Mr. Subba Ran. —Here in these figures, you take 1913 as the basis and from that you 
have a rise of 27 points in 1915. But don’t you see that in both the cases you ought to 
take 1904 as the basis ? And if you d.d that, you get a considerable rise of English prices 
between 1904 and 1914 ? 

A. I remember having seen a rise. But when we rose cent, per cent., they rose only 
10 per cent. 

Q. You get about 32 or 33 per cent, rise in world prices and about the same 
approximately in India. The disparity in your figures : s due to the fact that you have 
taken different bases for the two countries. For India you start with 11J94 and for 
England you start with 1913 and then you say that there is no large rise in the case of 
England. In 1913 there was already a considerable rise in prices. Naturally you would 
not get a large rise between those two years. You compare the Indian prices of 1914 
with those of 1894, while you take 1913 for England and say there is no rise. You must 
start with the same basis for the two countries, whether 1904 or 1894. 

A. I have never paid any attention to prices during the war period. The pre-war 
figures so far as I remember from the Statist, show a riso between 1894 and 1914 which 
is very small. I am not prepared to give any explanation about this. But I shall 
produce my figures and also the Government of India figures. But I know that the 
inflation of foodgrain prices has teen from 117 to 222. The inflation that took place 
since the war I have not taken into consideration because war conditions are war 
conditions. 

Q. You said that the mills now were suffering from want of finance, and that they 
cannot borrow as freely as before. Ho you think it possible to remedy the present 
situation to anv appreciable degree by making it easy for them to borrow on good 
security ? 

A. That would bo an advantage. But the only way to induce people, bankers or 
outsiders, to lend money is to improve the position of the industry. 

Q. And yon cannot improve unless you give them more credit. It is a sort of vicious 
circle. 

A. If you give mo credit and my uoucern is making a loss. 

Q. But suppose it is certified that it is a good mill, would it be possible to help it by 
arranging loans on better terms than before V You think it possible ? 

A. Yes; it is possible. 

Mr. Majmudar .—You say that when the Lancashire goods sell cheaper in the 
country, they compete with the Indian goods. Is it actual competition between the 
two, quality for quality ? 

A. You see the English goods are better than the Indian goods and if I can get a better 
quality of goods at cheaper prices, I will have it. 
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Q. But the Lancashire prices would not be cheaper than the Indian ? 

A. No. But suppose Indian prices are 15 or 20 per cent, cheaper and the other is 
about 12 per cent, cheaper. I should say that 5 nr 7 per cent, more does not matter. 
I am getting a better cloth. Tire difference may be even 20 per oent. between the two. 
■If I know that it is A better thing and 1 will get it at a oheaper price though the difference 
is there, I should buy it. 

Q. But as the Indian people are poor how can they go in for the dearer goods ? 

A. I could not say these things. But from a practical point of view, you find that 

f iven a thing cheap, it will sell more if it is good. When an ordinary buyer comes and 
nds the English goods which are no doubt superior and if he could got them at a 
little difference between the Indian and English goods, he will buy the English 
goods. 

President. —How far do you consider the Bombay mills are being affected by the 
competition of up-country mills ? 

A. To a very large extent. I have a report of a mill of which at one time I 
was a Director. That mill has made a profit of 10 or 12 lakhs, after paying hand¬ 
somely to their agents. It is the Kalyanmall Mills, They were working 12 hours in the 
first place. 

Q. That has come-down to ten hours now, of course ? 

A. It has oome down to nothing, because tho mills are all closed. And the second 
thing is they get their wages 25 per cent, cheaper. I .am talking of the mill of which 
I was a Director. It was not financially a very flourishing one and yet it made a profit 
of 10 lakhs after giving 2 lakhs to the agents. But another of my mills is financially 
better but made nothing at all and that is a Bombay mill. 

Q. That is a point to which I am now coming. Suppose you have your protective 
duty. Will that remove the danger of competition from up-country mills 1 You have 
82 mills in Bombay and 265 up-country. How are you going to protect Bombay mills 
from up-country mills ? 

A. No ; you can't protect them, particularly from those in the Native States. 

Q. Does it not follow that the Bombay mills will be exactly in the same position as 
before ? 

A. Bombay mills have always made less profits than the up-country mills. 

Q. Do you advocate protection of the 82Bombay mills against the 250 mills up-oountry 
or only against about fill mills in Japan 1 

A. But don’t take it that way. Half the number of spindles in India are in Bombay 
and the other half are spread all over India. 

Q. But I cannot (juite see how your measure of protection will protect you 
against the Japanese mills and at the same time protect you against the rest of 
India. 

A. We will make less profit than they do and in future we shall all be going up-country 
to put up mills if we wish to do so, if that is a better field. But all these years when we 
were not complaining and when we wore doing fairly well, up-country mills always did 
better. 

Q. They did not do better during the boom years surely. 

A. Nothing in connection with the war, I am willing to consider. I neither 
consider the boom nor the foodgrain prices nor any other figures. They were all 
abnormal. 

Raja Hari Kishan Kaul. —Is it merely the lower wages or are there any other factors 
which are giving the up-country mills an advantage over the Bombay mills ? 

A. Yes, lower wages, cotton on the spot, oheap coal—all these are advantages. 
Freight also Is cheap because they are nearer the market. ■ • 

• 

President But as regards railway freight, we have rather striking figures in support 
of the contention that it would pay a man to bring the cloth from Sholapur to Bombay 
and send it to Calcutta instead of sending it straight from Sholapur to Calcutta though 
it is nearer Calcutta. 

A. There is no use in taking solitary instances. Taking it as a whole, the up-eountry 
mills have always done better than the Bombay mills. 

Raja Hari Kishan Kaul. —You mean to say that so far as the markets round about the 
centres are ooncemed, they have an advantage ? 

A- Say for instance Indore, from where goods are sent to Cawnpore, Agra and other 
places. Tha freight from Indore must be cheaper. 
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Q. I do not think it is much oheaper. 

A. I believe so. I cannot say. 

Mr. Majmudar .—There is an export duty in Indore on cotton going out of the 
State 7 

A. I could not tell you. There may be some duty. 

Q. With regard to the advantage of upcountry mills, Bombay also has a number of 
advantages. Their cost of putting down the millB is cheaper m not having to pay 
freight on the machinery and all that. 

A. As to that, a 2s. exchange would bo good, because it would bring down the prioe 
of your machinery. 

Q. The advantage does amount to something. 

A. Something; but the disadvantages are so great. You were just saying that 
Bombay has got some advantages. I do not deny that. I say if yon have a 2s. exchange 
you will get the machinery much cheaper. 

Q. But then that advantage will be equally shared by the upcountry mills. 

A. I have not cast a balance sheet as to the advantages or disadvantages. I could 
not give you any information on that point. 

President .—Would you like to express any opinion on the question of mill manage- 
ment, or do you consider that the Millowners’ Association have said all you wish to be 
said on the subject ? 

A. It is good and bad everywhere. In some cases the agents are lax, in others the 
Directors are lax and in others the subordinates or the managers are lax. But on the 
whole, I do not think I could call it bad. When the agents are straight some of the 
subordinates are not straight. In all big concerns you cannot expect everything to go¬ 
on smoothly. 

Q. You oould at any rate throw considerable tight on one point and that is the question 
of the extent to which Directors of mills have any influence on the working of the mill- 
You are a Direotor of 13 mills. Can you give us a description of the work which you 
actually do in connection with those mills 7 

A. As to that, my impression is, speaking broadly, that the majority of the Directors, 
whether they are Directors of Banks or Directors of Mills, hardly take much interest in 
the concerns. If they are a bit aotive, then they go. 

Q. That seoms rather a damaging statement to make. 

A. I am told the same thing about the jute mills in Calcutta, that you should 
not interfere with the agents; if you do, you go. They told me that about the 
.English managed concerns ; and here it is the same thing more or less. It all depends 
upon the position of tho Director. If one has a position and he is not there solely for 
his fees, then it is a different thing. But still the agents are all powerful and they 
have a large number of shares which enable them to get rid of him. But speaking 
broadly, I do not think that the management is so very defective. I have always 
found in mills I have been connected with that the agents are prepared to listen to 
everything we tell them. 

Q. What is the uso of Directors at all, if that is the position 7 Why can’t you have 
only managing agents and leave it at that 7 

A. Because the Act compels them to have Directors. It is your Act. The same is 
the case with some of the biggest banks in Bombay. 

Q. I do not for a moment suggest that the position is peculiar to the cotton industry. 
Do you oonsider that there is any possibility of exchanging managing agents for Boards 
of Directors with a Managing Director 7 

A. No ; the position of the agents is extremely delioate and difficult. If you ask me 
to be an agent of a mill I should not undertake it even if I was financially strong. The 
managing agent has got to direct, he has got to finance, to look after the shareholder 
who only look to the dividend. If you do not give them dividends, they are dissatisfied 
with you, nevermind the oauses. You cannot tell a shareholder that there has been 
inflation of price?, you cannot tell him that foreign goods have come very largely. You 
cannot reason with him. You cannot tell him anything. He wants his dividend, but 
dividend is not forthcoming. 

Q. I take it that in any case whilst it is easy enough to argue that the other system 
would be better, its adoption would involve a complete dislocation of the whole 
commercial system of India 7 

A. You mean managing without the agents 

Q. Yes. 

A. I am sure of it. 
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Q. It would mean upsetting a system which has been built up. How are you to gete 
on in the transition stage ? 

A. I am not in favour of any ohange as to that. Moreover it is in the hands of the 
shareholders but I never find them taking any great interest. Of course they quarrel 
with you if you do not give them any dividend; they thank you if the dividend iB forth¬ 
coming. That is all. 

Q. After all the Managing Agent has the largest share in the success of the business. 

A. Yes and he does not get muoh. I saw from a letter in tho press the other day that 
a certain firm of Managing Agents made Its. 0,000 in commission in four years and had 
undertaken finanoe to the extent of a crore. Seventy iakhs was their own money; and 
that to lend at 6 per cent, when nobody outside would give at 12 1 Times have become so 
bad. If they did not do that, the concern would go into liquidation. 

Mr. N. 0. Majmudar. —You say that the shareholders do not take Interest in the 
meetings. Is it due to the fact that they are under the impression that they cannot put 
in any Director they like ? 

A. Yes, if you give them a chance to put in a Director perhaps you will never be able 
to work the concern. The Indian idea is, to my mind, that if one quarrels with you he 
is supposed to be a very good Director just as one who critioises Government- in season 
and out of season is considered to be a great patriot. In order to please the public you 
must go in for something striking, right or wrong. I have heard it before that they do- 
not take interest, that they do not put in their money beoause they cannot put in a 
Director, but if they put in a man they put in one you oannot work with. 

Q. Can you suggest any remedy against having dummies in the one case and irresponsible 
Directoi-s in the other ? 

A. I cannot change human nature. 

Q. Do you think proportional representation would be an improvement? Supposing 
two or three directors are retiring,and new ones are to bo elected,each'shareholder is given 
as many votes as the number of vacancies with option to give ail the votes to one man. 
Would that in' any way improve matters and meet the objections of the shareholders 
that they are not able to put in proper Directors ? 

A. Shareholders object to one thing, when you do not give them dividends. They 
neither object to Directors nor anything else. Produce the dividend ! and the industry 
is now appealing to Government to produce the dividends. 

Q. When a Director of so many concerns like yourself makes a statement that all 
Directors are dummies. 

A. Idouotsayso. I said generally speaking. It is not in mills alone hut in banks also. 

Q. Yea, the question raised is as to whether it is possible to find out some way of 
improving that position. 

A. I cannot help you there. 

President.—Have you any views on the subjeot of over-capitalisation or under¬ 
capitalisation ? 

A. Yes, five crores over.capitalisation during the boom. To put it more clearly the 
present paid up capital as shown by thd Government figures is 20 crores, 5 crores inflation, 
only confined to a small number of mills. 

Q. Yes, but is it 5 erorcs ? 

A. That is my recollection. About 12 mills were over-eapitalised during the war. 

Q. Five crores would he a safe figure to take ? You say ■ leaving out the question 
of what happened in the war But we cannot entirely do that. Don’t you consider 
that this over-capitalisation has its effect on the position tc-day I 

A. If the whole industry is not making anything, whether it is 20 orores or 16 crores, 
it is all a loss. When it is making some profit, then you can say that. But here the 
whole concern is losing. For the last three years there has been nothing hut loss. I 
have been giving in the Times of India these figures for the last twenty-one years and' 
my figures do not tally with the figures of the millowners and the difference is this. I 
take the profit on the paid up capital, they take the whole profit or loss on the blook 
and most of the mills in Bombay it they have a capital of 20 lakhs perhaps can show a 
cost of 45. I take it only at 20 lakhs because I say that the capital debt of 25 lakhs has 
been accounted for, interest has been paid for and has gone out of the profits. I take it 
on the capital while they take it on the block account. 

Q. Your position is that the blook has been built out of profits ? 

A. No, it may or may not be. 
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Q. In the majority of cases it has been ? 

A. 1 know of one or two concerns where the cost has been a crore and 80 lakhs while 
the paid up capital was only 65 lakhs. 

Q. As you probably know, Mr. Wadia, about half the paid up capital of the Bombay 
mills and 2/7ths of the looms and spindles are in the hands of two firms of Managing 
Agents. Do you think this is a source of strength or weakness to the industry t ° 

A. It may not be to the industry but it is weakness to them possibly, weakness to the 
Agents but not to the industry specially in times like these. 

Q What is the effect of concentration ? Do you think it is a good thing, this tendency 
to concentration which has been visible in the last tew years. Is it a good or a bad 
thing ? 

A. 1 cannot say it is bad but it may be bad for the Agonrs themselves if they are not 
aj>le to finance. 

Q. I am not speaking of the Agents, only of the industry ? 

A. No, I do not think so. 

Q. What about the distribution of profits between 1917 and 1923? Do you consider 
that that was too generous ? 

A. I do not consider that it was too generous. Most of the concerns with which I am 
connected and I was connected at that time divided half between shareholders and the 
other half was taken to depreciation and reserve. In fact, some of the oonoems which 
utre now financially in a strong position are so beoause of the profits earned during those 
times and the reserves then built up. 

Q. Gan you toll us of which mills you are a Director, Mr. Wadia? 

A. Currimbhoys, Phoenix. 

Q. Who are the managing agents of the Phoenix ? 

A. Messrs. Kamnarain Harnaadr&i and Co., Fazulbhoy, Crescent, Dyeing. 

Q. Is that a cotton mill? 

A. Not a cotton mill but a dyeing mill. 

<i. Most of the Ourrimbhoy group, in short? 

A. Yes; and some outside. 

Q- I take it that your answer to the question whether mills experience greater 
difficulties in obtaining finance than in pre-war years would be distinctly in the 
aiirmative-? 

A. Yes, owing to bad times the public won’t deposit and the banks are chary. Of 
public money not a rupee would you get. 

Baja Harikiahan Kavl. —You told us just now, Mr. Wadia, that the mills which have 
built up reserves are doing better than the others ? 

A. Naturally. 

Q. How far are their profits due to the interest which they are raising on their reserves 
now? 

A. Possibly one mill may save perhaps a lakh of rupees or a lakh and a half in interest 
-on loans. 

Q. Mills which have good reserves and have .invested them get some interest on 
them ? 

A. Generally these reserves are on paper only. For instance, I can give you an example. 
A mill, an ordinary mill, perhaps of a thousand looms and 40,000 spindles, would require 
16 lakhs as working capital and they have 15 lakhs reserve shown in the book. They 
■utilise it like that. They borrow so much less from the public or nothing at all. 

Q. And save interest ? 

A. Yes. 

Q. On the other hand there are other mills which have very large investments and 
their income from interest is considerable ? 

A. Yes, there are some instances. 

■Q. Have you studied that? 

A. That is shown by the balance sheet. You must take that mill’s balance sheet. 

Q. Have you not drawn any inference from that as regards the mills that are making 
profits and mills that are losing ? 

A. No. 

Mr, N. S, Subba Bao .—There are some points, Mr. Wadia, I would like to get a little 
■clearer. In calculating your percentage of profits or dividends, you said you take the paid 
up capital because you assume that the mills have already made provision for payment 
of interest in their balance sheet. But is it not the practice of the mills not to credit 
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interest on the reserve funds before declaring profits • If a mitt has got half a croro of 
reserve fund, before declaring the profits, it does not pay interest on that fund ? 

A. It all depends on the Articles of Association. If the Articles of Association say 
they need not, they would not. It is not obligatory. The word “may” is always 

Q. Therefore, to the extent that they do not credit the account with interest before 
•declaring profits the estimates that you have given would bo somewhat mis leading 
If interest is not paid before declaring dividends, then the dividends must be spread 
over the paid up capital plus reserves, because the profits are a return on the capital 
as a whole and not merely on the small amount of paid up capital. If interest is paid, 
I oan understand your position, but it is not so credited beforehand f 
A, Some do oredit, I think some of our concerns do credit. 

Q. We were told the other day that the practice was generally the other way. 

A. Quite possible. It all depends on the Artioles of Association and the state of your 
finance. 

Q. To the extent that the interest is not paid before, the return must be taken on the 
total capital owned and not on the paid up capital alone. 

A. It is your own concern. If you say that you have a reserve fund of 6 lakhs and 
you charge interest at the rate of 8 per cent., you get Rs. 30,000. It is there in the 
book. 

Q. The dividend might appear bloated. 

A. Not to such a large extent. I know some with a small amount of paid up capital 
and a large block of reserve. 

Q. In that case would not the dividend appear to be a larger percentage when you 
as a matter of fact pay a small proportion on the total owned capital ? 

A. You mean to say that we are swelling the profits by not allocating it properly. To 
that extent you do swell. 

President .—I suppose you have no general views on the subject of costs of production? 
A. They have doubled since the war. 

Q. No views as to where, if any, there is Scope for reduction ? 

A. No, I do not see any. I strongly believe that the token currency you gave us sinoe 
1900, inflated prices and that has compelled us to givo higher wages and wages are today 
■double and more. I think we are paying today to the Bombay workmen seven crores 
whereas we used to pay only throe and half. 

Q. Do you oonaider that the wages being paid at present are greater than the industry 
■can bear ? 

A. I do not think the industry oan bear it at all. 

Q. In fact the cotton industry here is in much the same position as the coal industry 
in England at the moment? 

A. My opinion is this, that India is the home of the cotton industry and we should be 
in the same position as America is today with her ootton industry and if we had the 
fiscal arrangements that they have in America we should be as flourishing as America. 
They have got ootton, oapital, labour, coal and markets and we have got all that. They 
are protected. We found some two or three years ago when cotton went up abnormally 
that the present American President increased the duties which were already heavy. Ire 
made them heavier and he wanted to protect the industry. The result was that he 
protected the industry and allowed the farmer to get as muoh as he could get from his 
own mills as well a3 from outside. I do not at all agree with the opinion expressed by 
the Millowners’ Association that there ought to be an export duty on ootton. 

Q. The Millowners’ Association have not expressed that opinion. 

A. I saw in their written statement that they recommended a cotton duty. 

Q. That is quite incorrect. The Millowners have refused to express an opinion on the 
subject of an export duty on cotton as the members of the Association hold different 
views. They have expressed no opinion either way. 

A. I remember distinctly reading that to protect the industry an export duty on cotton 
■or something else is wanted. They did not say that it should be done. 

Q. They have not expressed any opinion on that subject. 

A. I am against any export duty. 

Q. I should like to point out to you that a very distinguished American Economist, 
Professor Taussig, who was President of the American Tariff Board for a short period 
has expressed the opinion that the American cotton industry would be in exaotly the 
aame position today if it had never any protection at all. That is his view based on the 
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ground) of oonrse, that they have all these natural advantages which you say you.’ 
possess. They also possess a natural advantage which it would seem that India does 
not possess and that is the advantage of comparative labour efficiency. 

A. It is a harmless opinion as far as his country is concerned because it can do no harm 
to anybody. Because nobody is going to follow him. 

Q. That may be so, but it is an opinion to whioh another country which is desirous of 
following the American example has to give due weight when the question of following 
the American example comes up for consideration. That is why I mentioned it to you. 

A. I was not mentioning the learned professor but the Government. 

Q. I do not know whether you can express any opinion on the subject, but there is 
one point I should like to ask you in regard to the sales scotion of the costs of 
production. 

Do you consider that there again, India and America are on a level as regards 
natural advantages, that is in the art of salesmanship ? Do you consider that the 
Bombay mills are sufficiently alive to the necessity for salesmanship ? Do you 
consider that they havo an effioient sales department in olose touch with the consuming 
markets? 

A. We are selling goods fairly well and without difficulty but what has been in my 
mind for some time past is that wc should have with the help of the Government the 
opportunity of taxing our industry as they are doing it for tea. We must have a ceBs 
upon the industry to collect a certain sum of money and they could send their represen¬ 
tatives abroad and push their goods where they are likely to have a market, as the tea 
industry is flourishing today. I was in France laBt year where I found Ceylon tea 
shops where you can have tea, and of late years I find that is a favourite drink, the 
5 o’clock tea of which the Englishman is so fond, is as common now in Paris as it is in 
England. I think we ought to have a fund collected from the industry whioh could be 
utilised for pushing our market. I was for eighteen yearB a member of the Committee of 
the MUlowneis’ Association but beyond talk they did not do anything. 

Q. That is a question of the export trade. As regards the home trade, do you consider 
that Bombay is sufficiently in touch with Calcutta? 

A. Yes, I do. 

Q. The Bombay mills have live salesmanship and see what Calcutta wants? 

A. We have. 

Q. Do they ever move out of Bombay? 

A. We are having Calcutta men there to whom goods arc sent. 

Q. That is not quite the same thing. How do you know that conditions in Calcutta 
are stated correctly? 

A. Indians certainly are keen business people. They like to push their goods and make 
commission and things of that kind. By selling more goods they make more commission 
We pay them so much percentage. 

Q. I quite see that aspect of the question, but are they not extremely conservative in. 
some ways ? 

A. I do not think so. I do not think we are Buffering from that. 

Mr, N. S. Subba Rao .—You suggest that wages now are much higher than in. 
1914 ? 

A. Double. 

Q. You also said that wages had not risen before 1914 in proportion to the rise in. 
prices. Therefore, you are of opinion that it is not praotioable to reduce wages at the 
present time ? 

A. Quite so. 

Q. That moans you cannot reduoe the cost of production to any appreciable 
degree? 

A. No, that is the sad part of it, because when you find that your cost of living has 
gone down by 60 per cent., still you are paying them 100 per oent. beoause you paid 
them nothing for years previous to 1914. 

Q. So, you look upon the present high wages as merely a belated payment for what was; 
due before? 

A. Absolutely. 

Q. If wages cannot be reduoed, what do you Buggest? 

. A. I again come to the same point beoause of the inflation. 

Q. Apart from the cause, the result is.... 

A. Remove the cause. 
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Q. You suggest a currency change then? 

A. What you are now offering, what this present Currency Committee Report is- 
offering is a higher value on your rupee—at Is. 6 d .—whioh I do not like. Personally I 
would prefer Is. 4 d. But it is a better rate now in the way they wish to work if than 
Is. id. as they worked it. 

Q. To that extent it will be an influence for steadiness ? 

A Of course it would steady even at Is. 4 d. I would rather have this Is. 6 d than 
the Is. id. you gave us before. 

Q. When the cost of production does not come down, can‘you suggest any method 
whereby prices could be raised ? 

A. Suppose no help is coming forward in any shape and you have to work the industry 
as you are working to-day and if you are not making profits you will have to struggle 
as long as you can or to quarrel with your workmen and they will again go on strike 
and things like that. 

Q. Apart from reduction of wages ? what is the other alternative for making costs 
and prices reach parity ? 

A. There is no other alternative. 

Q. A rise in price is the only choice ? 

A. We are curtailing overproduction now but you cannot go beyond a certain 
limit 

Q. Therefore I want to ask you what you think will be the method of getting parity 
between the cost of production and prices. If the oost does not fall you must devise some 
method whereby prioe will rise ? 

A. My idea is t his that I attach great importance to currency. Once you stabilise 
and you put the country on an automatic currency basis you prevent inflation and when 
you prevent inflation your prices won’t be affected through inflation because inflation 
would cease. In fact it is ceasing now. There has been no ooining of yupees for the last 
five years. We will have to reduoe our output. The normal increase of the industry 
will be checked, and when you have less production, your profits will be more satisfactory. 
We will have to ourtail production. Higher exohange means curtailing your production 
whether it is of agriculture or manufacture. If I am a cultivator cultivating 100 acres of 
land with cotton for which I get Rs. 13-8-0 only at Is 6 d. exchange for one sovereign 
worth of goods instead of Rs. 15,1 ourtail my ootton production. So if my manufacture 
on the basis of U 6 d. does not pay me, I curtail it. They are curtailing it today. 
Some mill have gone into liquidation. That is curtailing production. That is what our 
rulers call adjustment. It will be adjusted in time ; hut it will be a painful process. 

Q. But would not reduction of output lead to a rise in prices ? 

A. Yes. 

Q. Unless the better of mills increase their output ? 

A. If mills are not paying, they will not add to their plant and that is all that will 
happen. It is happening today. 

Q. Therefore, the remedy must be in a rise of prices 1 

A. Yes. 

Q. The industry then visualises a rise in prices ? 

A. That will follow. They do not visualise. 

Mr. Majumdar. —When the existing mills go into liquidation, some other persons 
will take them up and the production will not stop. There may be a stoppage 
of 6 or 8 months. 

A. Yes; but there is less production for the time being. 

Q, But that does not solve the problem ? 

A. Nothing will solve the problem unless you put the industry on a competing basis. 
How to do it is the question. We say that we are not working on a competing basis. 
When you have a concern like a mill you oannot shut up your shop in a day. There 
are your overhead charges, working charges, insurance and interest, your officers under 
agreement, and so on. All these have to be taken into consideration. 

Q. Have you studied the system of sales ? 

A. Yes; to some extent, 

Q. What is your idea about sales through wholesalers ancf sales direotly to merchants 
into the various markets ? 

A. You sell to your selling agents and they sell to others. You cannot eliminate middle 
men. They are necessary evils. Those who have tried to work direct have not been 
successful. 
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Q. Binnys and the Nagpur mills are doing that. 

A. I do not know about Nagpur. 

Q. They are selling directly. 

A. May be. 

Q. About Binnys, have you any information ? 

A. No, I have no knowledge. 

President. —We now come to remedial measures, in fact, to where we started, Mr. Wadia. 
Your view is that it is only a rise in prices which can save the industry V 

A. Yes, and stability, and no more meddling with the currency. 

Q. On that assumption, of course. On the assumption that tho exokange and currency 
policy remain as thev are the only hope is rise in prices ? 

A. Yes. 

Q. And these prices can in your view be secured in two ways. One is the slow and 
painful process of adjustment and the other is the more speedy process of an immediate 
duty, by doubling the duty ? 

A. Yes. 

Q. As regards the second process, this protective duty, I take it that you have not 
worked it out ; as, in our view, the Millowncrs’ Association have not worked out the 
exact amount of protection which would secure the purpose. The Millowners’ Association 
have only worked it out on entirely general principles. They say 16 per cent, protection 
for exchange. Deducting half of that for the cost of cotton they get 8 per cent, and 
they want another 6 per cent, for night work in Japan and 4^ per cent, for depreciation 
on machinery. They have worked it out entirely on general principles. What is your 
view ? 

A. I think if you double the duty, it would protect the industry sufficiently. 

1 Q. Have you any grounds for saying that, except a priori grounds ? 

A, No other grounds except that the imported goods will be so much dearer and you 
will bo protected to that extent. 

Q. What about the restriction of consumption which would undoubtedly ensue ? 

A. There is restriction now; because there is restriction on output. This distressing 
condition of the industry is compelling us to restrict our production. Some of our looms 
and spindles are idle. Some of tho mills have gone into liquidation. 

Q. There has been no visible restriction of production yet. 

A. No ; it will come in time. You will see it. These things are not immediate ; they 
will take time. 

Q. The real question 1 want to got at is whether you consider that the mills would 
lose more by restriction of consumption than they would gain by increase in prices. It 
is no use increasing prices unless you are going to secure sufficient consumption to give 
you a profit. 

A. I believe so. I believe the duty would put the industry on its legs again at once. 
I have no doubt as to that. As it is, we are doing better than we did last year. 

Q. But if you are doing better without artificial aid, would it not be better that the 
present state of things should go on ? 

A. We will have to, 

Q. That depends on the view Government may take. What 1 am asking you is for 
your own point of view. 

A. Yea ; we shall have to struggle on. What I think is this, that our great trouble has 
risen out of theBe 44 crores worth of goods which have been received into the country— 
more than the annual average—and that has affected us; and that will cease now, 
Until this is worked off—it cannot be worked off in one or two years—we eannot be 
-on a sound natural basis. 

Q. You are therefore definitely of opinion, I gather, that any duty which is imposed 
should be on all cloth. You would double tho duty oh all cloth or do you differentiate 
according to the quality of the cloth ? 

A. I am in favour of doubling it on all cloth. If you differentiate and if you cheok 
the Japanese imports, the Japanese manufacturers will give you what you want. They 
will change at once; it won’t take time to change. They are very active, 

Q. You consider that it is protection which has given them this active spirit ? 

A. If you give money in my pooket I can do wonders. Protection is putting money 
in their pockets. It is taxing the consumer for the benefit of the industry and you 
■do that because you believe it benefits the country. 
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Q. But there is a school of thought which holds that it is competition which keeps people 
alert ? 

A. That is the English way of putting it. They themselves have built up their 
industries by protection and when they were sufficiently strong they asked everybody to 
go on with free trade. She imposed that on Prance and Franoe has given it up. 
Germany followed and gave it up. We alone are in your hands. Having one-fifth, 
of the human race under your thumb you say, “ it will do you good, yon go on ” ; and 
we have gone on and gone to the walk 

Q. I do not altogether accept your reading of history, Mr. Wadia. I think there is a 
good deal to be said for the point of view that a great many industries in Great Britain 
have sprung up since the end of the protective tariff. 

A. Yes, but my contention is that England having compelled India to be on this so 
called free trade basis has been protecting herself all through. It is another way of 
protecting herself. The Japanese have recently protected their industry by removing 
the consumption tax of 10 per cent, which the mills had to pay. But there is one thing 
I would like to tell you in this connection, with regard to this free trade and protection 
business. You must have heard of the great German economist. List, who died in 1846. 
In 1845 he wrote a book and warned Germany not to follow England in the matter of 
free trade, because England had built up her industry through protection and it was 
strong enough to fight. So if you follow England you will go to the wall. This is what 
he said and I believe quite correctly and we are now in the same position. Of course,, 
nowl see that the present Indian Government is more for protecting the Indian industries. 
I see there is suoh a disposition. For instance, there is the protection to the Tata Iron 
and Steel Company. But the Englishmen move so slowly. 

Q. Have you any views on the subject of export bounties ? The Mlllowners’ Associa¬ 
tion has suggested it. 

A. I am not in favour of an export bounty. 

Q. On what grounds ? 

A. What is the good of an export bounty if you can protect by an import duty ? 

Raja Bari Kishan Kaul .—You justify the additional import duty because the Bombay 
mills are all more or less suffering ? That is, they make no profits or they are suffering 
losses ? 

A. Yes. 

Q. You also say that the up-country mills are in a better position and they are 
generally making profits. 

A. Yea. 

Q. Then how could you justify protection from tho point of view of these up-country 
mills ? 

A. What you say is this, that if you protect industries by import duties, the up-country 
mills also will get the benefit ? 

Q. We have to see whether protection is needed. You justify it on the basis of the 
figures of the Bombay mills. According to the number of mills, the number of mills 
outside Bombay is about three times as great as that in Bombay, though referring to 
the number of spindlos and looms, it will be half and half. We have to see whether 
protection is justified from the point of view of the other half. 

A. As I have told you, the up-country mills have always made profits, moro profit 
than the Bombay mills and if you have higher import duty, it will benefit them more 
than the Bombay mills. 

Q. But do you think that such weakening has taken place in their conditions as to 
justify protection? 

A. I do not know that. I am not in a position to say that. I think they are stili 
making more profits. The great thing which is troubling us now is want of consumption 
and that is, I think, owing to the heavy imports that we are suffering from. 

Q. And you think an import duty all round will keep off the imports for a time, until 
this surplus is wiped off ? 

A. Yes. TheBe 44 crores worth of extra goods that are coming must he reduced, I 
think in Bombay to-day we have got about 1,40,000 bales in stock. Only 60,000 bales 
are sold. 

President. —Mill stocks? 

A. Yes. 

Q. What about the Imported piece-goods? 

A. I don’t think that is very excessive. 
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Raja Hart Kishan Kavl .—Much restriction in consnmption does not seem to have 
■taken place. The figures are probably 16• 5 and 15. It has gone down by about 1'5 
yard per head. 

A. But there is one thing I want to draw your attention to. My idea is that there has 
been an enormous consumption of cloth in India. Perhaps you are taking into considera¬ 
tion the enormous quantity of yam that is going into the hand-loom weaving. 

Q. Yes. Could you give us any idea of the consumption by the hand-looms? 

A. Certainly, 10 crores worth of it. 

Q. You have worked it on the basis of yam? 

A. Yes. 

Q. And you think that hand-spun yam is negligible ? 

A. There is no such thing as hand-spun yarn. I think they are all using either imported 
yam or our own yarn. 

Q. The khadi movement has increased it. Has it not? 

A. The production of cloth. The quantity of yam produced in India during the official 
year 1924-25, is nearly 72,00,00,000 pounds. Out of this 44 orores was used in cloth 
by the looms and 3 - 65 crores was exported. 

Q. 12 to 13 hundred million yards is supposed to be the production of hand-loom 
industry. 

A. Nearly 28 crores of pounds were used by hand-looms, plus 10 orores worth of 
imported yam. 

Q. What I want to ask is about the ovident contraction that has taken place in the 
finer cloth. Because the coarser cloth is used by the peasants and by the lower elasses 
of people who must cover up the body Bomehow, therefore, the decrease whioh has 
taken place must have taken place in the consumption of finer varieties of cloth. Then, if 
you protect yam up to 40s or 42s counts and cloth manufactured out of those counts, 
would it not be sufficient to reduce the import of cloth which competes with your 
mill-made cloth and yarn and give you time to work oft the surplus which you say is 
now lying in hand ? 

A. Any duty with a view to proteot the industry is sure to reduce the foreign imports 
and that would in itself help the industry. 

Q. I just want to ask your opinion on the suggestion that instead of imposing a duty 
■ on all Japanese goods or on all goods, we might have a duty on yarn of counts up to 40s 
• or 42s and on cloth manufactured from yarn of these counts from wherever it might be 
imported. What is your opinion ? 

A. Yes. I believe most of the Japanese and most of the Lancashire goods arc made 
of yam in the neighbourhood of 40s and under. If you say you would impose the duty 
on all goods over 30s, it would be a help. 

Q. That is, you would exempt goods made of oounts below 30s ? 

A. My idea is to exempt nothing. Because once you commence to exempt you will 
complicate matters. I would rather put a lower duty and treat all alike. But if you 
wish to have exemption you can do it for goods under 30s. 

Q. Then you would not protect the lower counts whioh probably form the bulk of the 
Indian production. 

A. Why should you? The lower count does not compete against my production. 

President .—Does not a good deal of drill oome in from Japan whioh is made of 14s. and 
16s ? 

A. That is why I say, don’t complicate by differentiating. 

Raja Hart Kishan Kavl. —So, on tho whole you prefer to have one duty all through ? 

A. Yea. 

Mr. Subba Rao .—Am I to understand you have recently ohanged your views about 
protection for India? Or did you have these views all throughout? You gave evidence 
before the Fiscal Commission in 1923 against protection to the cotton industry. What 
special reasons induce you now to demand protection? 

A. We are begging now. If there was no need, I don’t want protection. 

Q. Is there any special cause? 

A. Bad times; large imports. 

Q. It is-a question of extra imports? 

A. Yes. We had imported in 1921, 32 orores of rupoes worth of goods more and in 
il92o, 12 to 13 crores more. 

Q. Do you mean to say that they are kept in stock even now ? 

A. Not all. You cannot consume 45 crores of rupees worth of goods in a year or two. 
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Q. It is six years. 

A. You have added since. You have added 13 crorea more. 

Q. These extra imports are the cause ? 

A. Of course. I was always a protectionist and I am a protectionist today. The 
Fiscal Commission asked me whether I would have a higher duty than the existing one 
and I am not in favour of higher duties. Beoanse I hold that the duties are a tax on the 
•country and on the consumer; but when it is necessary I would not stick to that. It is 
remedy according to the disease. 

Q. I think you stated some time before that you require higher prioes for cotton goods 
in order to make both ends meet. Is it not also your view that with protection there 
might be a stimulus to over-production and a consequent lowering of prices ? 

A. How can there be over-production when I am making handsome profits ? One of 
the conditions of protecting your industry and taxing your consumers is that you Bhould 
expand and ultimately make the things cheap. 

Q. You will get higher prioes for the time being and later on lower the prices f 

A. Yes; because I produce more and lower the prioes. If I am selling a thing at Re. 1 
and producing 60 per cent, more, I shall reduoe the price to cheapen it. 

Q. Any undue impetus to the industry would bring in more oapital and labour, and 
ultimately you produce more by diverting capital from other occupations ? 

A. These are all theories which free traders generally put before you. But look at 
the world which has been protectionist and look what they are doing. If you think that 
they have succeeded, follow them, If you think they are a failure, don’t follow them. 
I think that protection has been a success. My idea is, there is no use of protecting any 
industry which requires more than 25 per cent, protection. For instance, if you levy a 
-duty of 26 per cent on yarn and cloth you will be protecting your industry. If you levy 
-a duty of 60 per cent, on maohinery, you will not be able to make machinery even for 100 
years. Protection is not to draw sunbeams from cucumbers: 

Q. And you want it for a time ? 

A. Exactly so. 

Q. What is the kind of standard you will have for making profits ? 

A. Nobody is a better judge than the Finance Minister. 

Q. What is your view? 

A. If I am not able to give my shareholders 7 or 8 per cent.. 

Q. Yon are also in favour of reduoing the other duties the moment you give protection ? 
"You link up this increase with corresponding reductions in other duties? 

A. Yes. 

President. —There is only one further question I should like to ask you, about the 
-export duty on cotton which you so emphatioaily disapprove. On what grounds do 
yon disapprove of it ? 

A. Whoever taxes one’s own raw material unless it is a monopoly like jute and even 
tea to a very large extent ? 

Q. The point which has been urged before us by some witnesses is that Indian cotton 
is to a large extent a monopoly and that there is nothing else like it anywhere else ? 

A. No, China cotton is like Indian cotton. I might add again “ unless it is a monopoly 
like jute or tea.” It is no use benefiting your manufacturing industry to victimize 
the agricultural industry. I see no sense in it. I know it has been advocated by a man 
like fSr Dinshaw Wacha, but I am strongly opposed to it. 

Q. You mean you are penalising a section of the agricultural community ? 

A. Yes, of course. He is already penalised by the high exchange and now you penalise 
Ihim by levying an export duty on him! 
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Annexoee A 

I have spoken of inflation of currency which has led to inflation of prices. I now give 
the figures. The Indian figures are taken from the Government “ Index Numbers of Indian 
Prices,’ 1801 to 1918. Although the mints were closed in 1893 the prices were not affected 
until 1904. The ooining of rupees was commenced in the year 1901. By 1914 about- 
60 crores worth of rupees had been coined without any effeot on prices. Thereafter 
foodgrain prices began to rise. 1 attach very little importance to import prices since 
I hold that 76 per oent. of our imports are luxuries. 



Indian food 
grain prices 
Retail 


Atkinson’s Gold prices 
Syllabus prices “ Statist ” 


1894 

1904 

1912 

1913 

1914 


114 

117 

189 

199 

222 



In Bombay the cost of living is only four points higher than food grain prices. 














97 


Witness No. 62 

PROFESSOR M. J. ANTIA, SYDENHAM COLLEGE, BOMBAY 

Written Statement, dated Augue', 1926 
Section I 
General 

1. The present depression in the cotton textile industry is not confined to Bombay, 
but extends to Ahmedabad and upcountry centres generally. It is felt, however, most 
severely in Bombay. 

It does not affect all mills in the same centre alike. 

2. The depression in the cotton industry is due first of all to the operation of world 
factors. The textile industry in Lancashire has suffered greatly from acute depression 
for the last four or five years, chiefly owing to the reduction in the purchasing power 
of its customers in its chief export markets. Japan has not escaped from similar trade 
depression, although it has not felt it to the same extent as othor countries. 

The causes of the depression in India may be summarised as follows :— 

(1) the loss of the yarn market in China ; 

(2) the consequent increase in the production of piecegoods by Indian mills; 

(3) the apparent inability of the home market to go on absorbing ever increasing 
supplies of coarse cloth such as is made in Indian mills ; 

(4) the heavy stocks carried by the mills, necessitating the locking up of working 
capital and the payment of heavy interest charges ; 

(5) a high exchange which is advantageous to importers ; 

(6) and lastly the Khadder movement which familiarised nfany people to the wearing 
of coarse cloth and consequently led to a fall in the demand for bettor sorts 
of cloth. (This last cause has hit Bombay more than other centres, as Bombay 
mills turn out cloth of higher qualities than mills elsewhere, e.g., Ahmedabad.) 

The roasons why the depression has hit mills in Bombay specially hard may be stated 
as follows:— 

(1) comparatively higher cost of labour; 

(2) comparatively higher charges of management; 

(3) extensions to mill machinery in the boom period at very high prices, which 
must have been in many cases cent, per cent, higher than at present; 

(4) a fall in the demand for the more expensive varieties of doth which some mills 
in Bombay usually turn out j 

(5) labour troubles which have been rather prominent of late years. 

3. Some of the causes of the prevent depression are temporary. Thoro are already 
signs of a better demand. It seems as if the clouds are lifting. 

6. Many mills are selling at a fair margin of profit. For instance, the Central 
India Mills are doing fairly well. Some mills in Bombay like the Western India Mills 
and the Hindustan Mills recently published satisfactory balance sheets. The Indore 
Malwa Mills at Indore are also doing well. 

Mills in Bombay which show losses may be able to sell at rates which would leave 
them a very small margin of profit or which would give them no profit at all. But interest 
on working capital and the large stocks carried by them put them to serious losses. 

Some mills have large stocks of piecegoods made of ootton bought at high prices. 
Their agents would not part with them at the present low prices. There seems little 
chance of prices going up ; in fact, they must go down on account of the fall in the price 
of ootton. It will be long before such mills will show satisfactory results. 

Mills in Ahmedabad are doing better than mills in Bombay owing to somewhat more 
economical working, as well as a greater husbanding of their resources in the boom 
period. They produce somewhat coarser counts of yarn and consequently coarser 
goods than mills in Bombay, and are thus able to sell their goods at a small profit. 

The Empress Mills at Nagpur have large funds which are invested in securities which 
yield a rate of interest higher than that raised on their working capital. Their manage¬ 
ment is economical and efficient. 

mo t 422 — 7 
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Upeoontry mills are as a rule doing fairly well. They have a lower cost of production 
owing to a lower wage bill, a saving on transport charges on cotton, and proximity to 
consuming centres. 

6. At present prices of raw cotton are low ; but they may be expected to go down 
still more. Prices of Indian cotton will fall as a result of 

(а) large crop in America this season which will provide ample supplies for a long 
time to como ; 

(б) a possible increase in the size of the Indian crop owing to a favourable 

monsoon ; 

(c) the fixing of the exchange value of the rupee at 1/6 and 

(d) a possiblo greater consumption by Japan of cheaper growths of American 
cotton. 

.The fall in the price of cotton will result in the further cheapening of manufactured 
goods. It will, therefore, have a two-fold efiect. Cheaper ootton goods will mean an 
Increase in consumption and will thus help the mills. At the same time there may 
be larger quantities of cheap cloth imported from Japan and which would compete 
with local goods. 

On the whole cheaper cotton will help the mills. 

9. There has been a fall in the purchasing power of the agricultural classes which is 
due to high prices of food-stufis and other articlos. The cost of living is, however, coming 
down, and the inauguration of a vigorous policy of agricultural development will tend 
to inorease the real income of the agricultural classes and thus lead to a greater demand 
for cloth. 

The people of India generally prefer cheap cloth. A low price is, therefore, essential 
before a strong demand for local goods can he felt. 

Suction II 

Nature and extent of competition between imported goods and those of Indian manufacture 

13. («) The loss of the trade in yam with China was due chiefly to the growth of the 
spinning industry in China itself. It was also due to the vigorous competition of JapancBo 
yam. 

(»»') The expansion of the weaving industry in India was due to 

(a) the natural expansion of the industry due to growth of population, greater 
demand, increase in wealth, transport facilities, and also increased experience 
of mill management, and 

(A) a decrease in the profits arising from the trade in yarn with China, and later on 
to the almost complete loss of this trade. 

(tii) The loss of the yarn trade with China did no doubt affect the industry ; but since 
1919 many mills like the Currimbhoy and David Mills which were formerly spinning 
mills have erected weaving sheds and are now utilising their yam production to 
manufacture cloth. The depression, therefore, is due not to the loss of the China 
trade but is due to the cloth in India itself and the low prices of relatively high cost 
of production in Indian mills, especially in Bombay. 

14. A proper answer to this question based on a study of the import figures in yam 
and cloth would settle the whole question whether the Indian industry requires protection 
or not. 

As regards yam, imports from Japan have increased ; but at the same time imports 
from the United Kingdom have deoreasod. 

Oui horns production in 1924-26 was 719 million lbs., of which 96• 5 per cent, was of 
counts 1-30. Of this we exported only 36 million lbs. The bulk of the yarn produced at 
home is turned into cloth. 

Our total imports of yarn in the same year were 55' 9 million lbs. of which Japan was 
responsible for 32 million lbs. and the Unitod Kingdom for 20' 7 million lbs. Imports 
from Japan are increasing, while imports from the United Kingdom are decreasing. 
63 per cent, of the yam imported is of counts over 30s. 

There does not therefore appear to be much competition at present, such as would 
necessitate the protection of the Indian industry in yarn. Besides this, the imported 
yam is chiefly for the use of handloom weavers and a higher import duty would make yam 
dearer for them and put a disability upon a class whose interests ought to be jealously 
guarded. 
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As regards pioce-goods, the Indian industry is affected not so much by the volume o{ the. 
imported article as by the price at which it is sold in India. The price of cloth h&B 
been steadily falling. Buyers are very cautious in their dealings ; they know that prices 
must come down and so they do not enter into long commitments. The mill s are not 
able to sell except in small lots and that too at prices which in many cases, it is alleged, 
do not leave a margin of profit. The mills in Bombay are not able to bring their cost of 
production down to'a figure which would enable the cloth to be sold at a remunerative 
price. Stocks therefore increase and this is a great burden on the mills, necessitating 
as it does an accumulation of interest charges on working capital—a factor which, 
according to market gossip, has placed a heavy strain on the financial resources of one 
of the leading firms of mill agents in Bombay and may even lead them to part with some 
of their concerns. This is no doubt a sorio us state of affairs and one which ought to receive 
very anxious consideration. 

The production of piece-goods in the Indian mills in 1924-26 was 1,970 million yards 
as against a pre-war average of 1,105 million yards. As against this, we imported 166 
million yards from Japan and of this 109 million yards were grey goods. 

We also imported 1,613 million yards from the United Kingdom as against a pre¬ 
war average of 2,563 million yards. With the further cheapening of American cotton 
and exchange at 1/6 it is more than likely that figures for 1926-27 will show an increase. 
It is, however, noticeable that when the market for English piece-goods is active, it has 
a reflex effect on the market for local goods. Besides English piece-goods, being of the 
finer sort, do not oompete with the products of the Indian power looms. It ia also not 
possible for English goods to compete with Indian goods with an import duty of 11 per 
cent. 

The competition in the Indian market is therefore felt chiefly on account of the increas¬ 
ing imports of piece-goods from Japan. Every year there is an increase and a marked 
increase in imports from Japan, and Japanese goods compete directly with Indian goodB. 
Of course the imports from Japan in 1924-25 were only 8 per cent, of the total Indian 
production for the year, and according to the estimate made by Mr. Chadwick, who took 
it for granted that 90 per cent, of the imports from Japan competed directly with Indian 
goods, the percentage would be 6t, as against a percentage of 4 in an average of 3 years 
from 1911-12 to 1913-14. If, however, not percentages, but actual figures are 
considered, the imports from Japan have inoreased remarkably of late years as can be 
seen from the following figures :— 


Imports of Piece-goods from Japan 


Pre-war average 

/ 

(In thousands of yards) 

1922-23 

1923-24 

1924-26 

Grey .. .. 2,559 

warn 

96,936 

109,859 

White .. .. 48 

2,376 

2,307 

4,484 

Coloured .. 521 

15,366 

23,422 

40,979 

Total .. 3,127 

107,778 

122,667 

166,303 


No figures for 1925-26 are available. But from the figures of imports into Calcutta, 
it can be assumed that the all India figures will show that imports from Japan have 
inoreased considerably in this period also. 

Italy has also increased per quota. But both Japan and Italy have gained at the 
expense of the United Kingdom, the imports from which show a considerable drop in 
1925-26. 

15. Imports of yarn from Japan are chiefly of counts 31 to 40. Indian mills do not 
produce this class of yarn in large quantities. 

Japanese piece-goods compete directly with the piece-goods produced by the Indian 
mills. The figures given above show that it is in grey cloth that Japanese imports are 
considerable although in coloured goods also Japan is making tremendous headway. 
Some kinds of Japanese goods compete with Lancashire goods ; but the bulk of the 
mo y 422—7a 
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Japanese imports compete with goods made locally, especially in the following lines : 
grey sheetings, T. cloths, and domestics, drills and jeans, longeloths and shirtiDgs. 

According to the Collector of Customs, Calcutta, “ Japan competed in 1925-26, with 
Lancashire and India in the coarser styles of grey goods and has started dealings in grey 
dhoties. In the coloured and fancy trado she has also made great headway and heavy 
forward bookings are reported. One advantage which Japan enjoys is that certain of her 
products, e.g., grey shirtings, striped drills, cotton flannelettes, coarser types of poplin, 
low qualities of prints, white jeans and dyed crepes, are consumed largely in Japan, 
only about 10 per cent, of the production is exported to India. She is thus in a position, 
not merely to ship speculative consignments not covered by contracts, but also to give 
immediate shipments on cabled orders which from Manchester or Bombay take two to 
four months for delivery”. (See “Capital”, June 30, 1926.) 

23. Imports of piece-goods into India are likely to increase on account of the exchange 
value of the rupee being fixed at 1/6. But imports from the United Kingdom will 
probably suffer, owing to the increasing competition of Japan, Italy and the Netherlands. 

2S. The depreciation in the value of the yen was of great assistance to tho Japanese 
in sending their goods to other countries, especially India, at lower ratos. 

Latest advices show that the yen is appreciating and this will probably make it less 
easy for Japan to compete with local goods. 

27. The stabilisation of the exchange value of the rupee at 1/6 will enable importers 
to land their goods in India at cheaper rates. But as the exchange has ruled in the 
neighbourhood of 1/6 for some time, it will not accentuate foreign competition. 

As against the advantage to importers, we must consider that exchange at 1/6 means 
that Indian mills have to pay less for Indian cotton than Japan ; hence the whole of the 
advantage will not be on tho side of Japan. Again, exchange at 1 /6 will enable the mills 
to get machinery and mill stores at relatively cheaper rates. 

28. Japanese labour conditions have loomed large in recent discussions on the 
subject. Tho chief difference between labour conditions in India and Japan lies in 
the greater employment of female labour and its employment at night in Japan. 

Wages in Japan are, however, not lower than wages in Bombay. According to a report 
on Japanese labour conditions reproduced by the “ Bombay Labour Gazette ”, the 
average daily wages of operatives in weaving and dyeing factories are 136 sen for men 
and 87 sen for women, which comes to Rs. 1-11-5 for men and Re. 1-1-6 for women. The 
average daily wages for cotton workers in Bombay city in 1923 were Re. 1-7-2 for men and 
Re. 0-12-5 for women. 

According to the Japanese Factory Amendment Act of 1923 which is stated to have 
recently come into force, young porsons under 16 and women can no longer he employed 
in factories between the hours of 10 p.m. and 5 a.m. provided that such persons may be 
employed till II p.m. with tho sanction of the authorities. In Indian factories women 
cannot be employed between 7 p.m. and 5-30 a.m. 

Japanese labour conditions are sure to improve as time goes on. But the fact that in 
the textile industry—the most important industry in Japan—80 per cent, of the persons 
employed are women who board and lodge in dormitories during their employment, 
the wages are not as high as in other Japanese industries. This muBt help tho Japanese 
mills to produce cloth somewhat cheaply. But it cannot he said that Japanese labour is 
very much cheaper than Indian labour, and the hours of work in Osaka are stated to bo 
not more than 10 per day. 

29. Japanese producers are not directly helped by subsidies or very high protective 
duties, but they must doubtless gain considerably hy national shipping companies and 

bank3. 

Precise infermation regarding the help given by Japanese shipping companies to 
national industries would be helpful in determining whether Japanese competition could 
be called “ un air 

34. It cannot be said that Indian consumers are showing a greater preference for 
qualities of cloth liner than those produoed in Indian mills. If that were the case, imports 
from England would not fall off so'considerably as they have done in recont years, nor 
would India have also absorbed large quantities of grey cloth imported from Japan. 

Besides those mills in Bombay which intended to turn out finer cloths from African 
cotton found that there was no domand and had to revert to tho manufacture of coarser 
cloth. I can give the example of a mill which bought African cotton worth Rs. 34,00,000 
but which it co'dd not utilize owing to absence of demand for finer cloth. The mill has 
already lost Rs. 14,00,000 on this lot of cotton. 
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Section III 
Internal Competition 

35. The establishment of mills in up-country centres like Aurangabad must tend to 
decrease the demand for the ordinary makes of cloth made by the millB in Bombay. 
These up-country mills are said to be doing fairly well, and they naturally tap the markets 
which formerly depended upon the output of the Bombay mills. 

36. The mills in Bombay have some advantages, although not as many as they had 
formerly. They were well situated as regards supplies of coal. Being in Bombay itself 
they were able to ship yarn and piece-goods without having to incur railway oharges. 
The yarn trade with China is, however, practically dead. They are still in a more 
advantageous position as regards the export of piece-goods. 

Most of the mills are now driven by hydro-electric power. This is an advantage, as 
they need no longer be afraid of shortage of coal supplies which was a serious difficulty 
in war time. Electric energy also gives a firmer drive. 

Tho humid climate of Bombay is a great natural advantage. Bombay takes the lead 
in the spinning of fine counts. It can also obtain cotton from Uganda and spin fine 
counts, as is done in some mills. 

37. On the other hand, mills in Ahmedabad and up-conntry centres have some 
advantages over Bombay. Mills in the Central Provinces and Central India States are 
in the heart of cotton growing tracts and can thus get their raw material cheaper. Mills 
in Ahmedabad use Dhollera cotton which can bo put down at the mills there at a relatively 
cheaper rate. 

Owing to the use of hydro-electric power by mills in Bombay, proximity to coal-fields 
is not of special advantage to up-country mills. 

38. The hand-loom industry has existed in the country foT many years side by side 
with the power-looms. Tho products of the hand-looms are usually some specialities 
which cannot bo economically produced on power-looms, as the demand for them 
is limited to particular localities. There is no reason to suppose that the production of 
the hand-looms has increased so much as to constitute a menace to the power-looms. 
The hand weavers also use yarn of counts higher than 30s. as is evidenced by the largo 
imports of such yarn into India. There is no competition between hand-looms and 
power-looms. 

The only item in which there can be some competition is “ Khaddar ” the production 
of which has been recontly encouraged cn a large scale. It is possiblo that many persons 
who were formerly consumers of Indian mill cloth now use hand made cloth. Tho vogue 
of Khadder may have also reduced the demand for the better types of cloth produced 
by the Bombay mills. 

It is reported that a quantity of Indian mill made cloth was recently thrown on the 
Calcutta market at a sacrifice and thus replaced the demand for hand made cloth. 


Section IV 
Mill management 

40. This question can certainly be answered in the affirmative. 

41. The managing agency system may be theoretically considered defectivein certain 
respects. But it is the system which is best suited to the present industrial conditions 
in the country. This is particularly so aB regards the provision of working capital, which 
is generally obtained from the public on the credit of the agents. 

42. Formerly the system was to charge agency oommisBion on production. When 
large profits were made, the articles of association were altered and it was resolved to 
charge commission on profits. This is now tho prevailing practice. The agents of some 
mills are entitled to a minimum commission, irrespective of profits. However 
many agents have foregone their commission, even when the mills have made a slight 
profit. 

44. The association of managing agents with other classes or kinds of business is 
common. This is not detrimental to the interests of the industry. In some cases, 
where the agents are also dealers or importers of mill Btores or machinery, the mills of 
•which they are agents, have considerably benefited. 
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Section V 
Mill Finance 

46. Some mills went in for extensions and replacements of machinery in the boom 
period when the prices of machinery were much higher than they are now. This may be 
regarded as one of the subsidiary causes of the difficult position of some of tho mills, 
particularly in Bombay. 

47. The dividends paid out in the boom period by some mill companies were excessive- 
If the directors had used foresight and had not been carried away by the dosire to inflate 
the market prices of the shares of certain companies by declaring huge dividends, they 
would have conserved the financial resources of their mills, which would have in 
consequence been better able to weather the difficult period of depression. 

This cannot be regarded as one of the principal causes of the Present depression. All 
the same those mills which did not pay out unduly high dividends increased their financial 
strength and have been bettor able to withstand the present difficult times ; while mills 
which paid out unduly high dividends have not paid any dividends for the last three 
years and have rnado losses. 


Section VI 
Costs of Production 
(6) Saw Material 

60. Some mills in Bombay which have good financial resources lay in their cotton 
requirements for tho year in the season and they are able to do this on account of their 
having large storage accommodation. This is also done by the Empress Mills in Nagpur. 
This is of course not an ideal system j as the prices of cotton may go down later on and 
the mills would lose the chance of getting in their raw material at a cheaper rate. It is, 
however, usually found that good styles of Indian cotton are not available in large 
quantities towards tho end of the cotton season, and prices of “ spot ” lots, therefore, 
frequently rule highor than the prices of corresponding hedge contracts. 

In Lancashire the business of spinning is separated from the business of making 
cloth. The spinner gets an order for a certain quantity of yarn of specific counts. He 
works out tho price at which he can sell his yarn after taking into consideration the price 
of raw cotton, labour, etc., and then quotes a certain price. Tho order may keep his mills 
busy for six months or a year. He does not, however, lay in his full cotton requirements 
for the time his spindles will be busy on the order ; but he buys futures, either on the 
ordinary or “ call ” system, at tho price ruling on the day he accepts the order, and then 
sells off as much of his “ futures ” as he goes on buying “ spot ” cotton. He thus saves 
on godown rent and insurance and is certain of obtaining hiB requirements. In Lancashise 
the bulk of the ootton used is American, and it is not as difficult to get good lots of “ ready ” 
cotton at any time as it is in Bombay. In the Bombay market the difference between 
“ spot ” and “ hedge ” prioes of the same growths is not one to be relied upon, and hedge 
contracts do not afford a trustworthy insurance against loss as they do in the Liverpool 
market. Tho Lancashire spinners are therefore in a much better position than Bombay 
mill-owners as regards the purchase of the raw material. The Bombay market is not 
as responsible as it ought to be to world factors which govern the price of cotton. It is 
also inclined to be too speculative at times and this is a disadvantage to the bonu-fide 
consumers of ootton. 

Not much information can be given as regards the methods adopted by the Japanese. 
But a few general observations cun be made. 

The Japanese use Indian, Amerioan and Chinose growths of cotton. They have thus 
the advantage of entering the market which happens to be relatively cheaper for the 
time being. When American cotton prices are comparatively cheaper than prices of 
Indian cotton (and this happens not infrequently), they increase their purchases of 
American cotton and they hold off from the Indian market. They have better facilities 
to obtain American cotton than Bombay mills. Having large buying organisations 
in the markets of the world, and aided by their own banks, they can take up large 
quantities in falling markets, and can make profits on the cotton held by them when they 
find that the market is forced up by speculative oauses. It is reported that when the 
prices of Oomra cotton were unduly forced up in the Bombay market when a corner in 
Oomras was enginered by some Bombay speculators, the Japanese sold much of the 
cotton held by them at high rates and re-bought it at very favourable rates when the 
prices fall as a result of the operator’s failure to pay for all the cotton tendered to them 
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The Japanese may or may not be experts in the art of buying raw ootton at favourable 
prices; but acting as they do through powerful buying organizations, helped as they 
are in finance by their own banks, and being able to form perhaps a better judgment of 
the future trend of world prioes, they are able to buy >t at times more cheaply than 
Bo 11 bay mills which may buy in small lots and want supplies when decent lots are at a 
premium. The Japanese have thfeir own agents at important up-oountry cotton centres 
in India to buy seed cotton and they have it ginned and pressed at their own factories and 
rail it down to Bombay, thus saving middlemen’s profits. Their buying organizations 
assisted by their own bunks and shipping companies must be one of the factors which 
enable them to compete with Indian mills in the home and foreign markets. 

There is no reason why the Bombay millowners should not combine and build up an 
organization for the purchase of cotton in up-country markets during the season. I 
know that “ buying agencies ” in Guzerat on behalf of the millowners were tried some 
years ago but did not meet with success. The times have however changed and a new 
scheme should be tried. If worked in conjunction with the Agricultural Department, a 
buying agency on a large scale would also benefit cotton growers ; because at present 
the complaint is made that the consumers of cotton have no knowledge of the improved 
varieties grown in the districts from selected seed. 

86. In mill accounts depreciation on machinery is taken at 5 per cent, of the value 
and on building at 21 per cent. The amount set aside on this basis is sufficient. 

Depreciation should properly be regarded as a charge on coat of production. The 
accounts of the mills os they are invariably prepared in India, present only a profit 
and loss account. No separate account of production showing gross profits is 
prepared. 

Mills which have mado losses have not been able to allocate funds to depreciation. 
It is, however, surprising to see that some mills which have recently deolared dividends 
have not provided for depreciation in their accounts. In the case of mills which have 
made losses and have not been able to provide for depreciation, the amount which would 
be necessary for depreciation in norma! circumstances should be added to the Iobs made 
by the companies. 

87. The usual method of valuation is that cotton and stores are generally valued at 
coat or at times slightly below oost, and yarn and doth are valued either a little above or 
below cost or at approximate selling prices. The auditors do not make their own valua¬ 
tion, but have to rely on the information given by the agents. 

It is really difficult to value stocks even approximately, as they may not be sold toe 
six months or a year and the prioes may sag considerably in the meanwhile. 

88. As a rule the audit is an annual one. Very few mills have running audits. 


Section VII 

Suggestions as to remedial measures 
(a) Suggestions put forward by the Bombay Millowners' Association 

96. The duty on machinery is only 2j per cent. Its abolition would make very little 
difference to the prioes of machinery paid by the industry. 

The duties on mill stores range from 2$ to 15 per cent. A 15 per cent, duty on dyes 
is rather high; and a material reduction in the duty would give a slight relief to the 
industry. 

100. Railway rates are usually not governed by considerations of industrial develop¬ 
ment but are based on commercial considerations. It is not however too much to ask 
that railways, particularly State Railways, should assist in tbe industrial development 
of the country. Railway companies should give special facilities to Indian industries. 
Freight rates on cotton consigned direct to mills and op manufactured goods from 
Bombay, Ahmedabad, Sholapur, to consuming centres should be lowered. Bombay is a 
long way off from Calcutta. The Japanese can land their goods in Bombay as well as 
in Calcutta, and the railway freight paid on manufactured goods from Bombay to 
Calcutta must raise the prices of Bombay mil] manufactures in Calcutta. A reduction 
in such freight rates would be desirable in the interests of the home industry. 

104—112. It is well known that the Indian cotton manufacturing industry is passing 
through a serious period of depression. This is due to several factors. It is contended 
that the most serious factor is foreign competition, particularly from Japan, imports 
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of cotton manufactures from which compete directly with the products of the Indian 
mills. If from an examination of the situation, it is considered that the industry requires 
protection, the only method of giving Buch protection would be by means of higher 
Impoit duties. 

Such enhanced import duties should not be levied on imports from one country alone. 
Such a course would lead to a tariff war and the consequences would not be beneficial to 
.India. Hence if increased import duties are levied, they should be levied on imports 
of cotton manufactures from all countries alike. Our largest imports of cotton 
manufactures are received from England, and it is admitted that they do not compete 
directly with the home made article. Higher import duties on all cotton manufactures 
would not be advisable, as they would result in still higher prices of such high class 
goods as mulls, cambrics, lawns, nainsooks, shirtings, duck, which are not produced in 
India (and if at all produced, are not of the same class). Such duties would also have 
no protective effect. 

Hence protection i« needed : it would best he afforded by increased duties on cloths 
similar to those produced by the Indian mills, that Is, on cloth which is made of yarns, 
of 30 counts and under, but irrespective of the country of origin. 

This is, therefore, the only feasible method of giving protection to the Indian industry, 
if such protection is considered necessary. 

It has been suggested that an additional duty of at least 13 per cent, should be levied 
on imported yam and cloth. This would mean a protective duty of 18 per cent, on yarn 
and of H prr cent, on cloth. I think that for pui poses of protection, the increase suggested 
is higher than needed. 1 should think that another 5 to b per cent, would suffice ; and 
if at all it should be levied on imported cloth made of yarns of 30 counts and under, 
and there should be no increase whatever in the duty on imported yarn The Tariff 
Board should, however, work out the rate of increase which would effectively serve the 
purpose of protecting the home industry without serious detriment to the interests of 
the consumers. 

I do not however, think that the time has yet come when the Indian cotton industry 
should be considered to bo definitely in need of protection. I suggest that the question 
of affording protection to it should be postponed for the time bbing, but not shelved. I 
believe that in the course of one year or so, we should be in a better position to judge the 
incidence of foreign competition and its effect on the earning capaoity of the mills in 
Bombay and Ahmedabad and to determine whether the protection asked for by the 
industry is essential or not. At present there does not appear to be an overwhelming 
case for protection; but if adverse conditions persist and increased imports of foreign 
cloth continue to affect the trade in Iudian mid-made cloth, there would be a case for 
affording the home industry protection on the lines mentioned above. If a grave situation 
arises protection would be the only remedy, and in that case the remedy ought to be 
applied without further inquiry or delay. In the meanwhile the situation should be 
closely watched ; the figures of imports and of mill stocks should be scrutinised month 
by month ; returns of sales of yarn and piecegoods by the mills and the prioes realised 
by them should be sent in by all mills; and in this and other ways the Tariff Board, or 
any other agency that may be considered suitable in its place, should keep itself well 
informed of the conditions prevailing in the mill industry. 

I make this suggestion, because I do uot think a decision of such vital importance 
should be taken in haste. It is not possible to determine, in the space of a few months, 
whether an industry like the cotton industry, which is spread over the whole country 
and which produces an enormous quantity of ootton manufactures, requires protection 
or not. The enquiry ought to last at least a year, and some delay in coming to a definite 
decision will not make much difference. 

I think that by the end of the financial year it will become apparent whether the 
industry has definitely turned the corner or whether it is heading towards still further 
depression. If the times improve, there will be no necessity to take action ; but Bhould 
the situation grow worse and it becomes apparent that the mills are unable to compete 
with foreign imports, the industry would have to bo proteoted. If a grave s tuation 
arises, if the industry is undermined by foreign competition—whether it is “ fair ” or 
“ unfair ” does not matter in the least.—protective duties ought to be levied to save the 
industry. For although protective duties will raise the prices of cotton manufactures 
and will thus hit the consumer, it will be a poor gain to the consumer that he should 
get his cloth at a cheaper rate if the price of that benefit is to be the slow destruction of the 
most important industry in the country. Besides the consumer is after all a producer 
just as the producer is also a cons mer. And in the case of a country like India we want 
our home industries to thrive and progress in order to bring about that diversification of 
industries which is the great economic need of the country. 
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I am not, therefore, against protective duties as such when they are necessitated by 
the interests of the country. The question to be decided is not a theoretical one. It is 
a question of fact. Has the cotton manufacturing industry of India, which has been 
long established in this country, which has previously weathered many bad periods 
of depression, which has expanded rapidly in the past without the holp of bounties or 
protective duties, now come to such a state of difficulty and danger that it requires to 
bo protected by means of high import duties t If the answer is in the affirmative, it 
should be given the protection it*wants immedately. I am afraid, however, that it would 
be difficult to prove that the industry has come t suoh a pass. 

To protect the Indian cotton industry by means of a tariff is a step which should be 
taken as a last resort when no other means of giving a helping hand to the industry can 
be found. It should be amply demonstrated that the industry would languish without 
the aid of protective duties. 

The imposition of a protective duty of 24 per cent, on cloth made of yarn of 30 counts 
and under would certainly shut out Japanese imports of cloth into this country. It 
would give to the Indian mills a monopoly of the market for coarse cloth. The mills 
would be greatly benefitted and there would be probably a considerable expansion of 
the industry in a few years. 

Such a duty would, however, raise the price of cloth in India. What would be a gain 
to the mills would be a loss to the consumer. As cloth is a necessity of life and as the 
people of India generally can afford to purchase sufficient quantities of cloth only when 
it is cheap, an increase in its price by the action of high import duties is, at all times, 
to be deplored. Every increase in the price of cloth tends to check consumption, just 
as every fall in its price stimulates demand and increases consumption. A high import 
duty on coarse cloth would not be economically sound, because it would raise the 
price of cloth required by the poor man. Expensive kinds of cloth may he regarded 
as articles of luxury and could bear a higher duty; but high duties on the poor man’s 
cloth must inorease the cost of living. Moreover if consumption is chocked, it would 
not be in the interests of t.ho industry itself. 

113. As imports of yarn below 30 counts are negligible, an increase in the duty on 
yam would not holp the industry to any great extent. It would have an injurious effect 
on the handloom industry. Formerly there was no duty on imported yam ; but when 
cloth was made to pay 11 per cent, a duty of 5 per cent, was levied on yam, as the 
indigenous product would thus get some protection from the 11 per cent, duty on 
cloth. Any further increase in the duty on yam, would operate against the interests of 
the handloom woavers. 

Besides acoording to tho figures of the trade of Calcutta for 1926-26, there was a decrease 
of 26 per cent, in the imports of twist and yarn from Japan, and it is reported that Indian 
production is replacing a good part of the demand for yam of counts between 16s., 20s., 
30s., and 40s. 


(6) Other Suggestion/! 

As regards the suggestion of an export duty on cotton, I am surprised that it should 
ever have been put forward. Suoh a duty would be most unwise iu the general interests 
of the whole country and it would not confer any benefit on the mill industry. 

Export duties are generally never countenanced is a protective measure. An export 
duty may be levied on an article of which a country has a monopoly. India has no such 
monopoly in the ease of its cotton, and hence an export duty would not be paid by ita 
foreign consumers but will have to come out the pookets of the agriculturists. If 
this extremely simple economic proposition is put before the mill-owners, I am sure 
that no one will come forward to advocate such a duty. 

India now grows 6 million bales of cotton. It is likely that the quantity produced 
will improve both in quantity and quality as a result of the efforts of the Central Cotton 
Committee and the interest now taken in agricultural improvements in India generally. 
Indian mills consume only 2‘ 2 million bales and the rest of the produce must therefore 
be exported to foreign markets. An export duty would check the demand for Indian 
cotton and hence its price would fall. The duty will therefore come out of the pockets 
of the growers, and would thus involve a serious economic loss. 

It must not be forgotten that Japan is at present an important customer of Indian 
cotton. It is to the advantage of the country that she should remain a customer; as 
there are no other countries which take or can take as much cotton as Japan takes. It 
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is doubtful whether the Japanese would always depend on India for their requirements 
of raw oofton for they are paying attention to the growing of cotton in Japan and places 
near Japan. 

There would thus he no gain, but a positive and serious economic loss from the imposition 
of an export duty on cotton grown in India. 

119—123. The Indian cotton manufacturing industry iB carried on with a certain 
reasonable amount of efficiency. But that is not tantamount to saying that it stands 
in no need of improvement especially on the technical side. Such matters as joint 
purchase of cotton, adoption of labour saving devices, utilization of waste, experiments 
on now fabrics and introduction of new weaves, and many others ought to be Beriously 
considered. No industry can flourish for long if it is carried on on antiquated and 
old-fashioned lines, and if it is not frequently overhauled and if its organization is 
not carefully scrutinized with a view to the elimination of inefficiency. It is a mistake to 
suppose that the Japanese have succeeded merely by employing female labour. Their 
success must be due to other causes as well. 

Whether protection is granted to the industry or not, the Bombay mills must get 
together and appoint a permanent Council of Industrial Efficiency, which would examine 
the main features of the organization of the industry, suggest new methods of work 
new lines of development and money-saving devices. The industry has a claim to demand 
assistance from the State ; but it should also do its best it improve the efficiency of its 
organization. 


Conclusion 

Whether tho cotton manufacturing industry of India should bo given protection or 
not is a quostion of extreme complexity and delicacy. Although the great number of 
spinning and weaving concerns aro in Bombay City and Ahmedabad, there are mills 
in the Central Provinces, Central India, and in other provinces. The mills in Ahmedabad 
seem to be in a bettor position than mills in Bombay City, and even in Bombay City 
some mills are able to show a satisfactory earning capacity. The Central India Mills 
in Nagpur earn more money than they did before the war. 

It would bo interesting to institute a contrast botween the cotton industry and the 
steel industry. 

The steel industry is an infant industry. Steel is produced practically by one company 
which has its works in one place. It is easy to ascertaip tho cost at which steel can be 
economically produced in this country and to know the prices at which imported steel 
is sold in this country. It is very desirable that the steel industry in the country should 
flourish ; and if Indian steel is unable to compete with imported steel, the industry must 
be protected. It is on these broad considerations that protection has been granted to 
the Indian steel industry. 

The cotton industry, on the other hand, is not an infant industry. It has boen 
established in this country since 1854, and it has considerably expanded and strengthened 
its position in late years. The industry has not to rely on imported labour and almost 
all the managers of mills in Bombay and Ahmedabad are Indians. A glance at the 
table showing the progress of Indian mills during the past 60 years (pages 101-2) would 
not lead anyone to imagine that tho Indian industry is languishing, or is in process of 
slow strangulation, as one writer has put it. Whereas in 1913-14 Indian mill production 
of cloth was 1,164 million yards and imported goods amounted to 3,197 million yards, in 
1924-25 Indian mill production reached the record figure of 1,970'5 million yards as 
against imports amounting to 1,823 million yards. These figures also show the progress 
that tho industry is making and they are gratifying as they show that Indian mills are 
now supplying the needs of the home market on a much larger scale than before the war. 

Another important factor to be taken into consideration is that cloth, unlike steel, 
isaneeossaxy of life, and that the cloth made by Indian mills is consumed by the relatively 
poorer classes of tho population of the country. 

A further consideration is that the cotton industry has made rapid progress since 1909 
in spite of the fact that there was an excise duty of 3| per cent. The position now is 
that there is an import duty of 11 per cent, and there is no excise duty. There is also 
a duty of 5 per cent, on imported yarn, which only a few years ago was free of duty. 

The only change which has come over the industry recently is that before the war 
97-1 per cent, of the total imports,of cloth came from the United Kingdom and only 
•3 per cent, came from Japan. In 1924-25 8 8 - 5 percent, of the piecogoods imported 
came from the United Kingdom and 8-5 per cent, from Japan. Formerly the Indian 



107 


mills had practically a monopoly of the Indian market for coarse cloth, but now they 
have to share that market with Japanese cloth, which is competing very vigorously 
with Indian mill-made cloth. Even then the percentage of Japanese cloth which directly 
competes with Indian mill-made cloth is small, being calculated at about 6 4/6 per 
cent. The greatest sufferer from Japanese competition appoars to be not the Indian mill 
industry but Lancashire, imports from which have fallen enormously since 1913-14. 

Statistics at least do not show that Japanese imports have displaced Indian manu¬ 
factures. They demonstrate rather that India and Japan combined have displaced 
Lancashire goods and are likely to displace them still more in the near future. The 
statistics also do not prove that there is a very sound case for the erection of a tariff 
wall between India and foreign countries in the interests of the Indian cotton industry. 

I think, however, that all Indian industries should be actively holped and encouraged 
by tho Government; for the economic good of the country requires a diversification 
of the occupations of the people. The cotton manufacturing industry is the most 
important industry in the country and the only great industry which is managed by 
Indian business men. It should receive encouragemont and assistance from the State 
in various directions. In all advanced countries, the State has now exerted itself to 
give assistance to industries. The success which has attended the Japanese cotton 
manufacturing industry is ascribed to Government help. “ In Japan there is a close 
association between industry and the Government. Because of this much government 
assistance is given to foster the growth of an industry.” (World Developments in the 
Cotton Industry, by L. Bader.) 

The granting of protection to an industry is not the sole method by which the 
government of a country can promote its interests. The fact that the Japanese have 
their own steamship companies is a great element in their favour. We should strive 
for the attainment of a similar object. The establishment of an Indian Mercantile 
Marine would promote Indian industrial development. The working of the railways 
in India should be avowedly in the interests of Indian industries. The provision of 
banking facilities particularly for industries would be also a powerful aid to their growth. 
Finance and transport are two great factors in promoting industrial development- 
Technical education also should not be neglected. In these and various other ways, 
the State could do much for the promotion of the interests of Indian industries. 

The institution of inquiries into the conditions of different Indian industries should 
not be taken up piecemeal by committees, the personnel of each of which would be 
different. The time has come when a much more comprehensive enquiry into the 
conditions of all industries and the various ways in which State assistance can be given 
to industries should bo instituted, not by separate committees, but by a permanent body 
to be called by some such name as the Indian Industrial Council which would 
keep in close touch with the conditions of Indian industries and offer a comprehensive 
programme of industrial development in multifarious directions. The energies of such 
a body should not he confined to any one industry like the cotton industry, but it should 
take the whole of the industrial field in its survey which should include transport, 
finance and technical education. The State would thon come into closer touch with 
industry and the country as a whole will be sure to benefit by the initiation of a 
comprehensive programme of industrial regeneration and reconstruction. It may be 
said that industrial organization is a matter for each industry to decide for itself. This 
may be possihle in advanced countries like England. But in a country like India little 
progress can be made without the active help and direction of government agency. 

Moreover a survey of industrial conditions and an inquiry into the various directions 
in which the State can afford help to industries on comprehensive and all-embracing 
lines as suggested here can only he undertaken by the State. gg JLM 

In conclusion, I may state that while I am doubtful as regards the immediate necessity 
of the grant of protection to the cotton industry by means of import duties, I think 
that the industry should be given all the assistance that can be granted to it by the 
State, and that such assistance should not, depend on the conditions prevailing in the 
industry, whether it is prosperous or otherwise. 
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A note on the determination of wages in the co'.ton textile industry 

With reference to paragraphs 82—89 in the representation made by the Millowners 
Association to the Tariff Board, I wish to make one or two suggestions, which, I trust, will 
receive consideration. 

The wages of workers in the cotton mills in Bombay were raised during the war period 
owing chiefly to the great rise in the cost of living. The mills had also made phenomenal 
profits in this period, and the increases in wages were granted by the millowners without 
much ado. But when tho increases were granted, no stipulation was made that they 
were granted only as a temporary boon, and that the wages would be reduced with 
reduction in the cost of living. For this omission the industry has now to pay dearly. 

The cost of living in Bombay has gone down considerably. According to the Labour 
Office, the cost of living index number has gone down from 193 in Ootober 1920 to 167 
in July 1926. The real wages of labour have, therefore, increased sinoe the time when the 
increments in wages were granted. But the money wages remain the same. The work¬ 
man has become accustomed to receive a fixed sum of money as his wages, and naturally 
he does not like the idea of having his wages reduced. He is unable to see the 
advantage he has reaped by falling prices, and he is not a position to appreciate the 
difficulties of tho industry of whioh he is so important a unit. 

This was apparent during the last great mill strike in Bombay, whioh was due to an 
attempt on the part of the millowners to effect a 10 per cent, out in wages. The workers 
determined not to submit to any reduction in their wages ; and in this determination they 
were helped by some voluntary friends of labour who exhorted them to stand firm, 
and by a vague anticipation that the Exoise Duty would be abolished. 

It might appear from this that when onoe Wages are granted on a certain scale, it is well 
nigh impossible to reduce them even a littlo. Indian labour is uneducated ; and it is 
difficult to negotiate with it on account of the absenoe of labour organizations and of leaders 
who would command the confidence of the men. The workmen have no idea of the 
organization of industry on capitalistic lines. They imagine that the mill in which they 
work is the property of a very rich man and that this enormously rich man can afford to 
give them their wages even if tho mills do not earn profits. Perhaps they cannot even 
understand how it is possible for a mill to make a loss. 

If however, it ib admitted that wages in the ootton mills in Bombay are fairly high, 
that the high cost of labour is an impediment to the prosperity of the industry, and if 
it is also admitted that the cost of living has fallen and wUl fall still further, it follows 
that a slight reduction in the oost of labour will act as a helping factor to the mills in the 
present times. A slight reduction in wages appears to be, therefore, neoessary. Wages 
are dependent on the profits of industry ; and no industry can long pay in wages more 
than it can afford All employees in the mills, including the higher grades, should be 
therefore prepared to make a sacrifice in the interests of the industry. 

I think, therefore, that in spite of the failure of the last attempt on the part of the 
millowners to effect a reductions in wages and in spite of the many difficulties in the way 
of such reduction, a fresh attempt ought to be made to bring money wages more in line 
with real wages. If real wages have increased, a slight reduction in money wages will 
not cause hardships to the operatives but it will materially help the mills to tide over 
tho present difficult times. 1 have therefore taken the liberty to submit the following 
suggestions:—• 

1. I suggest that an independent committee should be appointed to examine tho 
question of wages in relation to the cost of living and to determine a minimum scale of 
wages which should be paid to the operatives in every department of a ootton mill. The 
minimum should not be a bare subsistence wage, but should take into aocount the 
standard of life of the workmen in Bombay. With the valuable mass of information 
colleoted by the Bombay Labour Office, it should not be difficult to arrive at the figures 
of minimum wages below whioh wages should never be allowed to falL 

2. After this preliminary inquiry, whioh should not take long, the determination 
of the actual wages to be paid to the operatives should be entrusted to a Textile Industry 
Wages Board, which should be specially appointed for the purpose and whioh should 
have on it representatives of the mUiownera, the workers and a few outsiders who should 
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cot be connected with trade or business. The Board should determine the wages to be 
paid to mill-workers at periodical intervals on the following lines :—• 

(a) there should be a minimum below which wages will not be allowed to fall j 

(ft) there should be a sliding-soale system of wage payment; henoe the scale of wages 
would vary and would be higher than the minimum whenever circumstanoes 
warrant; 

(e) there should be a periodical review of the earning capacity of the mills; and 

(d) there should be a fixation of wages on a higher or lower scale according to the 
earning capacity of the mills. 

3 The proposed Wages Board should be a semi-permanent body. Its members 
need not be paid. Its personnel should be such as to w n the confidence of labour. 
It should meet, say, every six months and ascertain the position of the mills in the island 
of Bombay. It would then determine the scale of wages to be paid to the workers for 
the ensuing six months, and the wages thus fixod would be higher or lower than the 
previous scale, provided that they should not fall below the mini m um 

The determination of wages will be thus not exclusively in the hands of the millowners 
but of an independent body. If adopted, such a soheme would result in a reduction of 
wag's, when the mills are not doing well, and an assured increase in the earnings of the 
operatives in times of prosperity. A mere wage-cut would be opposed by labour. But 
a wage-out coupled with an assurance that the out would be restored as Boon as times 
improve is more likely to meet with acceptance. 

A scheme of this sort would also put an end to the long-drawn disputes which have 
marked the relations between capital and labour in the Bombay mill indus ry in the last 
few years. It would also be useful in obtaining some relief for the mills in timeB of 
depression. 

I am aware that such a proposal would be considered as impraotioal and too 
complicated to be understood by the average millhand. But further sugg stions might 
improve it and give it a more acceptable form. A one-sided attempt to reduce wages 
from their present level would probably be doomed to failure. That is why an adequate 
machinery is urgently needed for the determination of wages on the two-fold basis of 
cost of living and the state of the industry for the time being. 
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Witness No. 62 
PROFESSOR M. J. ANTIA 

Oral Evidence recorded at Bombay on 28th August 1926 
Section I 
General 

President. —’First of all. Professor Antia, I should like you to give us a very brief 
statement, for our record, of your special qualifications. 

A. To come and give evidence here ? 

Q Yea. It is evident from your written statement that you have special 
qualifications ; but we should like to know what they are for the information of those 
who will study our evidence when it is published f 

A, I have no special qualifications as regards the mill industry on the technical side. 
I have studied the economics of the cotton trade and of the Indian cotton industry and 
also the world ootton industry from the information that one can get from books, reports, 
journals and various other literature. 

Q. Let us take your academical qualifications ? 

A I am Professor of Cotton Trade in the Sydenham College of Commeroe and Econo¬ 
mics, Bombay. It includes cotton industry also. 

Q. How long have you been a Professor ? 

A. For about 11 years. 

Q. And you have been in Bombay for 11 years making a careful Btudy of the cotton 
trade f 

A. Not for 11 years. I was given charge of the subjeot of cotton trade about seven 
years ago. 

Q. For the last six years you have been working solely on cotton t 

A. No ; on aocount of the exigencies of Government service I have to take other 
aubjects as well, e.g., English, Administration and so on. I acted as Principal for some 
time. 

Q. Did you go straight to the Sydenham College after you had finished your college 
career ? 

A. I was at Cambridge for 4 years. I was then Professor of English at the Deooan 
College. I joined the Sydenham College in 1915 as Professor of English and then I was 
given the subject of ootton. 

Q. The Sydenham College is a Government College, I think ? 

A. Yes. But of course I come here in ray personal oapacity. 

Q. Quite so. In your answer to Question 2, you say Tho depression in the cotton 
industry is due fir9t of all to the operation of world factors.” It has been held that world 
factors cannot affect India as they have undoubtedly affected Lancashire. The depres¬ 
sion in the Lancashire industry is partly due to the state of Europe and to general 
depression amongst its customers. It has been urged before us that that argument 
cannot apply to India ? 

A. I should think that it must apply to India, because India, is part of the world and 
we receive imports from various countries. We are not absolutely in a position of isola¬ 
tion from the world. We always find that when the Lancashire mills are doing well, the 
Indian millsare doing well, the Japanese mills are doing well and mills in the United States 
are doing well. We now find that Lancashire is doing rather badly, mills in the United 
States are not doing woll, mills in Japan re not doing extremely well; but mills in India 
are doing fairly well in some centres but very badly in Bombay city on account of certain 
reasons. But it is quite evident that there must be the operation of world factors in 
regard to the depression in the ootton industry What happened was that during the 
war there was a terrible shortage of cotton goods and that before the war Lancashire 
used to supply the markets in China, India and the Dutch East Indies. During the war 
supplies were out off and it was said that the people in these countries had got a small 
income and they were notable to lay aside large stocks in reserve. So the markets became 
very bare of stocks in a short time and that gave an incentive to the Japanese to produce 
more and their production greatly increased. So did the production in India ; and now 
after five years we find that all these three countries, India, China and Japan, have got 
as many spindles as the United States has and the joint effeot of the production of all 
countries must be to depress the prices. 
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Q. Would you agree that, as stated to us, the depression in Lancashire is largely due to 
over-capitalisation and the high cost of production and that these are special factors 
affecting Lancashire ? 

A. There was some sort of over-capitalisation in Lancashire during the boom period. 
But Lancashire does not depend on the home market. The home market takes only 
10th of the Lancashire production. It depends on export markets chiefly, and the 
share of Lancashire in the export markets then in the last five years has greatly decreased 
and that is put down by a great authority as due to the decrease in the purchasing power 
if the people in those countries, China, India, Dutch East Indies and other places. It ip 
thought that, when world conditions become moro stabilised and the purchasing power 
of the people in the East increases, Lancashire will again find a better demand for her 
goods I think, as I have stated, that the depression in Lancashire is chiefly owing to 
the reduction in the purchasing power of its customers in its chief export markets, although 
that cannot be the only cause. There are many causes affecting its trade. Lancashire 
specialises in the finer goods and the finer goods are more expensive and, therefore, people 
who were formerly purchasing Lancashire cloth are not now able to do it or at any rate 
not to the same extent as before and there has not been the same development in the 
industry as in Japan and in India since 1913-14. 

Q. Amongst the causes of depression in India is the heavy stocks carried by the mills. 
Do you consider that the mill stocks are at present unduly heavy ? 

A. Yes, in Bombay, and I believe in Ahmedabad also. But I have been informed 
that that is partly due to the unwillingness of the agents to sell at low rates. They anti¬ 
cipated, I suppose, that the rates would go up but they proved wrong in their calculations 
and the rates are going down. 

Q. The stocks at present, judging from Table 9 in the Millowners’ Association’s state¬ 
ment, are no higher in fact than what they have been for some months and considerably 
less than what they were in 1923. If you look at Table A and Table 9 you will see that 
throughout 1923 they were much higher. 

A. But they have not always been like that. 

Q. Yon have no idea what the normal figure was before 1923 T 

A. No, I have not got the figure with me now. When that happens in other countries, 
they work short time ; they try their best to reduce stocks. We have not done it in 
India, especially in Bombay. 

Q. Would not the better arrangement, when you have a market the size of India, be 
to work full time and instead of reducing the stocks, reduce the prices ? 

A. Yes ; but then, I doubt the capacity of the market in India to go on absorbing, 
as I have said, an ever-increasmg supply of coarse cloth after a oertain point. We can 
absorb large quantities of cloth but t hen ouroloth production should be diversified. The 
range ought to be more diversified than what it is now. Production is in a few speoial 
lines and that is why we have got to import other lines which we do not produce here. 
We have a large market no doubt and the consumption in India is not such as it was. 
We have not yet come to the figure of 4,000 million yards which was the figure in 
1913-14. But I think that is because less fine cloth is imported into India, not because 
of smaller production of coarse cloth. The production of coarse cloth has been 
doubled. 

Q. The next cause you mention is the high exchange which is advantageous to 
importers. Are not imports much less than they were in the pre-war period t 

A. That is so ; but the high exchange is advantageous and the imports would have 
been still less if the exchange had been at li. 4 d. That is one of the causes of depression, 
that is, the prices at which the imported goods can sell in this country are lower with the 
exchange at Is. fid. than they would be with the exchange at Is. 4d. That has been so for 
the last two years. 

Q. The third cause you mention is " the apparent inability of the home market to go on 
absorbing ever increasing supplies of coarse cloth such as is made in Indian mills” and the 
sixth cause is “ the khadder movement which familiarised many people to the wearing 
of coarse cloth .” Is there not a little inconsistency here ? In the one case you say that 
there has been an increasing demand for coarse cloth and in the other you apparently 
think that there has not been f 

A. I see that there is some inconsistency in that. But my idea was that the people 
who used Indiap mill made cloth are the people who use khadder. It is not that people 
who did not use mill made country cloth took to the wearing of khadder. A few people 
did that; but that won’t affect greatly the demand for coarse cloth. 
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Q. In your answer to Question 5 you say, mills in Ahmedabad “ produce somewhat 
coarser counts of yam and consequently coarser goods than mills in Bombay ", Have 
you been to Ahmedabad ? Do you know the Ahmedabad mills at all ? 

A. That is an incorreot statement. I have since got the figures which show that the 
mills in Ahmedabad in some cases produoe even better kinds of yam than the Bombay 
mills. 

Q. Wehaveherefiguresforthelastyearfor the whole of India from whioh you will 
see that Ahmedabad with its smaller number of mills produoes practically the same 
amount of yarn of counts between 30s and -10s as Bombay. Their proportion of higher 
counts Is more than double that of Bombay, about 2J times as muoh. 

A. Yes ; I quite agree ; in faot, I have got all the figures down. 

Raja Hart Kishan Haul .—In answer to Question 1, you say “ the depression does no 
affect all mills in the same centre alike I just want to understand what you mean 
by that. Is it that the effect is loss in the case of a better managed mill than in a badly 
managed one ? 

A. Yes. Of course, there would be depression in the industry but some mills would 
make a small profit, some will make less and others a degree less and so on. 1 should say 
the effect of the depression varies considerably. 

Q. Yes ; the sum total is that the depression affects all the mills, more or less ? 

A. Yes; quite so. 

Q. As regards the world factors you mention in answerto Question 3, you Bay imports 
from Japan are increasing ? 

A. Yes. 

Q. Imports from England and other countries have decreased. So Japan does not 
seem to be suffering in harmony with Lancashire and America. 

A. Yes. But there is depression in Japan in the same way as there is depression in 
India. Now in India if an outsider were to look at the condition of the cotton manu¬ 
facturing industry, in some centres at any rate, ho might think that the industry is doing 
quite well, 

Q. What I mean, is that there seoms to be no harmony between the conditions in 
Japan, the conditions in Lancashire and the conditions in Amerioa t 

A. I should say there is. The cott on industry in the world is affected jointly by various 
factors. But of course, in each country there are special factors. 

Q. Could you tell us those factors ? 

A. Yes. Japan has inoroased her productive capaoity immensely and the home 
market is not sufficient for the production by the Japanese mills. Besides that, tho 
Japanese are working more hours and their production is therefore double what they 
would produoe if they worked single shifts ; it may not be exactly double because night 
work is not as productive. 

Q. What are the causes which affeot Japan, America and India alike ? 

A. We find when there has been what we call a trade cycle of {peat prosperity. It is 
followed by a oyole of depression. What happens when there is prosperity is that, 
when they are making large profits, they increase their plant and machinery Ln that 
way production is greatly stimulated, and perhaps more is produced than there is a 
demand for. 

Q. So that is the factor, the over-capitalisation or over-production in all the countries 
followed by lack of demand ? 

A. As I said before, Lancashire is affected, because her goods are much finer. She 
specialises in the finer goods. Otherwise there w ould be no market for Lancashire goods 
in the other countries of the world. 

Q. Then we are not affected by that cause ? 

A. And the special cause that affects Lancashire is the loss in the purchasing power of 
her customers. 

Q. We are not affeoted by that oause. 

A. Perhaps a little. You have a question, I think, to that effect but I did not reply 
to it. 

Q. Who are suffering from decrease of purchasing power ? 

A. The Chinese perhaps ; I cannot say much about China. 

Q. We are suffering from the same oause, in regard to our exports f 

A. Our exports have gone up a little in piece-goods. Of course, they have gone down 
in yam. 
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Q. I want to know what are the world causes which affect this Indian mil l industry. 

A. Take your first question about Japan sending more imports into India. As I said, 
the Japanese have increased their productive capaoity greatly ane the markets for which, 
they are producing are principollo China, Manchuria, Korea, and all these places where 
they have been able to get more influence. They are principally aiming at exports to 
China. But then they find that they oan also send their goods by iheir steamship com* 
panies. 

Q. In any case they have no depression; they are producing large quantities and they 
are exporting large quantities. 

A. There is some depression. The mills are not doing as well as they used to do. 

Q Naturally not as well as in the boom period. 

A. Not even as well as they were doing in 1920, 1921 or 1922. 

Q. They are giving fairly good dividends. 

A. So are some of the mills in India. 

Q. Are they giving such good dividends as Japan is giving ? 

A. No. But then if you take, for instance, the Kanegafuohi Company in Japan they 
have got mills even in China. So their dividends may be affeoted that way. 

Q. Let us come back to the world faotors. 

A. Thore is general trade depression everywhere. There is depression not only in 
one industry. 

Q. I want to know the causes. 

A. As I Baid, there has been more production than before. Our production has doubled 
in fact. It is not absolutely the ohiof cause but it is one of the causes. 

Q. What are the other oauses ? 

A. The prioes of cotton have come down. We have got our mills holding Btooks of 
cloth made from cotton whioh they bought, say in the previous year at prices which 
probably were a hundred rupees a candy more than what they are now. 

Q. I do not quite follow that. You see the stocks in India, judging from the 
figures for mills which send in their returns, seem to have a way of adjusting 
themselves. You will see here if you look at Tablo 12A that although the stoofc 
in June were 127 thousand bales and 109 thousand in the previous month in the four 
previous months they were only 99 thousand, 87 thousand, 79 thousand and 83 thousand 
respectively—comparatively low. If you go a little earlier, you find 76 thousand, 84 
thousand, then 112 thousand, 169 thousand and so on it rises again. So that in 1926 in 
the same month the stocks were much heavier. In the same way in the oarlier years. 

President :—You cannot judge by the figures just quoted. What you have to remember 
in dealing with the figures for 1926-28 is that this low period followed the threo months, 
strike and that the stocks in the early part of the year wore distinctly lower owing to 
the three months strike ? 

A. Yes. 

Raja Hari Kishan Kaul .—They seem to vary between 100 and 150 thousand bales. 
They go up and oome down. Conditions do not therefore seem to have been so abnormal 
as to lead to the inference that stocks of cotton produced last year are still lying in the 
hands of the mills to a greater extent than in the previous years 1 

A. But if you get the stooks for 1918,1919, 1920 I should think you would find that 
tho stocks now are more than they were in the previous years. I believe that 
stocks must have been very much less in the previous years. 

Q. You talk of the continual fall in the price of cotton as another cause f 

A. Yes. 

Q. Any other cause ? 

A. The depression in the Bombay mills oan be attributed to the very high cost. 

Q. We have not come to that. Falling prioes and production, those you think are 
the two world faotors ? 

A. Yes. 

President .—I suppose you would add a general psychological factor that the various 
countries of the world are bo bound up together that the depression in one is reflected 
in the others T Is that not so ? 

A. Quite so. 
no y 422—8 
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Raja Bari Kiehan Kaul :—Among the causes of depression in Bombay is not overcapi¬ 
talisation one ? 

A. I cannot say that is a principal cause. A mill that has been overcapitalised would 
show a bigger loss. What about those mills which hove not been overcapitalised 1 I 
know some mills represent in plant and machinery a crore of rupees while the capital 
stands at the old figure. 

Q. Not overcapitalised ? 

A. Not to such an extent as to oall it a cause of depression. There has been over 
capitalisation in some cases. 

Q. There are several instances in which depression is felt all the more because there 
is ovor capitalisation ? 

A. Yes, but I should not call that as I have said here a principal cause of depression. 
I have said it in the seotion called “ Finance ”, 

Q. Mills in Ahmedabad are doing better than mills in Bombay owing to more 
economical working as well as greater husbanding of reserves in the boom period 1 

A. Yes. 

Q. Is not oheap labour the main factor in their favour 1 

A. Slightly cheaper labour, yes. They were able to effect economies I think in 1024. 

President. —In labour ? 

A. Yes. 

Q. Did they reduco wages ? 

A. Yes. 

Q. Since the last labour census 1 

A. Since August 1923. I have the figures hero for men. The figure for May 1014 
is Rs. 18; in Ahmedabad it was Rs. 15-6-0. But in August 1923 Bombay men got 
Rs. 35. These are the average monthly wages earned. 

Q. For what month T 

A. For August. 

Q. For each class of men ? 

A. This is the average monthly amount. 

Q. In Ahmedabad ? 

A. Rs. 33. 

Q. Against Rs. 35-10-0 ? 

A. Yes, against Rs. 35-10-0 in Bombay Rs. 33-0-9 in Ahmedabad. Now it will bo 
still less. 

Raja Hart Kishan Kaul .—We were told that in Ahmedabad they wore making profits 
on bleachod goods and very little on grey ? 

A. I cannot say. 

Q. We understood that they wore gaining mostly on bleached goods because hand 
bleaching was very oheap there ? 

A. I think their goods are more heavily sized than the goods of the Bombay mills. 
They produoe the sort of things whioh they know are in demand round about Ahmedabad 
The Bombay mills do not study the demand so well as the mills in Ahmedabad 
perhaps. 

Mr. Subba Rao .—You may perhaps make a modification in your statement about 
Japan. You said they are not making now such high profits as in 1920. You mean in 
comparison with the dividends paid in 1920, because that year was not a good one for 
the Japanese industry. I have got a list of dividends which they gave on the previous 
year’s production in 1920. 

A. I did not mean 1920 or any particular year. What I mean is that now they are not 
doing as well as before. They have passed through a period of depression. If you take 
their best mill company, the Kanegafuchi, you will find that it has been also affecred, 
but it is in a very strong position as it owns many mills in Japan and also some 
China, 

Q. I do not think you street ed it sufficiently Talking about world factors, don’t you 
think that the prices of foodstuffs and other materials have not risen in proportion to the 
rise in manufactured goods ? Is that not one of the causes in the depression of the 
cotton industry t 

A. Yes. Manufactured goods have not come down in the same proportion as other 
goods. 
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Q. Seeing that the agriculturist in the biggest consumer, is that not one of the reasons 
why the cotton industry in Lancashire and in India is in depression, because their best 
oustomer is not able to pay as much as before. Could it not be one of the world 
factors ? 

A. I should think so. 

Q. The fact that he cannot get higher prices, the same relative prices, must explain 
the reason why he oannot buy and why the trade is in depression ? 

A. The poorer people in India are not the largest customers of Lancashire goods. The 
better classes of people buy goods from Lancashire. It won’t affect the poorer classes 
so much. Even a man of fairly moderate means would curtail his purchases of doth if 
it is very costly. 

Q. But does not Lancashire also keep its eye on the monsoons ? 

A. Yes. 

Q. There is a relation between the prosperity of the Indian people and the prosperity 
of the Lancashire mill s ? 

A. Yes. 

Q. That is all I wanted to bring out. 

Sbction II 

Nature and extent of competition between imported goods and those of 
Indian manufacture 

President,— You say in your reply to Question 14, whether the present depression in the 
industry is due to increasing competition both in regard t o quantity and price of imported 
yarn and pieoegoods from Japan and other countries, that a proper answer to this question 
based on a study of the import figures in yarn and cloth would settle the whole question 
whether the Indian industry requires protection or not. Would it f Would a study of 
the import figures in yarn and cloth settle the question ? Is it not a question of price 
rather than of volume ? 

A I was thinking more of yam than of cloth, and I think thero is a statement in 
the last Review of the Trade of India that the Japanese are competing more with the 
Lancashire mills in yarn imports than they used to do before. They are not competing 
ao much with Indian mills in coarser yam, 

Q In answer to Question 22 you refer to an artiole in “ Capital ”, dated June 30,1926? 

A. That is not from “ Capital ”. Those are the remarks of the Collector of Customs, 
'Calcutta, reprinted in ‘‘ Capital ”, I had no aocess to that report- I reproduced it 
from “ Capital ”. 

Q. But we have been told in the evidence given before the Fiscal Commission that 
-the Japane.se make for Lidia entirely different classes of goods from what thoy make for 
home consumption. How does that square with this opinion ? 

A. That is one of the factors of their success. 

Q. My point is that the statement is made in the article that Japan has always large 
quantities in hand of oertain special lines Can you reconcile that with the evidenoo 
whioh comes from other sources that Japan makes an entirely different class of goods for 
export from what she does for home consumption ? 

A. Yes, that is so. In Japan the people are said to be using better cloth than what is 
exported. 

Q Then, how do the two views agree ? Can you reconcile them ? 

A. Japan is now competing with Lancashire as well. 

Q We are here told that oue advantage which Japan enjoys is that certain lines are 
-consumed very largely m Japan and only a small proportion is exported to India, but we 
have been told from other sources that what Japan makes for home consumption is 
entirely different from what 13 consumed in India ? 

A. I am sorry I cannot say. 

Q Y ju cannot reconcile the two views ? Neither can I. 

A. 1 do not suppose there is a hard and fast line between the exported goods and those 
used at home. 

Q. Probably not. As regards the stabilisation of exchange at Is. fid., vou say it would 
not accentuate foreign competition. Would it keep it at its present level or would there 
be an adjustment of prices ? Have you studied the exchange question ? 

A. Somewhat, yes, as a part of general economics. 

mo y 422—8o 
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Q. Is it your view that the stabilisation of the rupee at Is. 6d would merely keep 
competition at its present level or that prices will so adjust themselves that the competi¬ 
tion may decrease ? 

A. My point is that exchange has been in the region of la. 61. for the last year or 
two years. So, its stabilisation at that figure won’t accentuate foreign competition 
as much as it would have done if exchange had been, say, in the neighbourhood of Is id 
for the last two years 

Q. Is it then your view that stabilisation of exchange will merely retain competition 
at its present level or that there will be any adjustment which wili make a difference ? 

A. There will be a difference as regards the Japanese exchange because the Japanese 
exchange depends on the parity of the yen also. Their yen is coming to parity with gold 
and that will not give them now the same advantage as they had when their exchange 
had depreciated owing to the earthquake. 

Q. But the yen is practically' at its gold parity now ? 

A. It is very nearly coming up to it now. So Japan will be in the same position as 
other countries. 

Q. In regard to Question 34, the point there raised was whether there was not a tendency 
on the part of the Indian consumers to use finer qualities of cloth not necessarily as good 
as those imported from Lancashire but something in between and whether the Japanese 
were not satisfying what one might call the medium demand which the Indian mills were 
not doing ? 

A. I think there is something in that. 

Q. The point <of the question was that there has been an improvement in standard 
of living throughout India. Would you agree that in recent years there has been an 
improvement in the standard of living in India ? 

A. In the towns. 

Q. Not in the districts 1 

A. No. 

Q. Not in cotton districts f 

A. Yoa, but they would buy the same kind of cloth. They would buy more but not 
better kinds. Our industry depends chiefly on the relatively poorer olasses of the popula¬ 
tion of India. 

Q. But even amongst them, don't you oonsider that there has been an improvement 
in the standard of living in recent years ? 

A- Well, with the rise in the price of commodities since 1914, how can we say that there 
has been an improvement in the standard of living ? 

Q. I am only speaking from my own experience. I know that in some of tho cotton 
growing districts the ryotH are buying gramophones and putting up tiled houses— 
things which they' certainly did not do twenty years ago 

A. There is a notioeable tendency for people to buy many things which they did not 
go in for before. 

Q. Is not that an improvement in the standard of living ? 

A. There are luxuries which people had no idea of before. Those things, foreign 
articles of that sort, have become cheap owing to the exchange and some people may be 
going in for them. I do not think there has been a general rise in the standard of living. 

Q You think there has been a rise in the towns ? 

A. Yes 

Q. Then, my point was whether such a rise in the standard of living would not bring 
about a demand for some of the finer kinds of cloth which are not generally manufactured 
in the Indian mills, and to satisfy this want they turn to Japanese goods. Do you think 
there is anything in that view '! 

A. I think the Indian mills are also trying to improve their goods in that way and that 
both the Japanese and Indian mills are displacing the demand which was formerly for 
Lancashire goods. 

Q. You mean the lower classes of Lancashire goods ? 

A. Yes. 

Q, The point is whether the competition may not have beon due to the faot that Japan 
was doing this before the Indian mills started ? What is your view in regard to that f 

A. I personally have not formed any conclusions, but what we read is that the 
Japanese are now Bending out finer cloth. In the beginning during the war when they 
first got their footing here they sent out cloth which was not liked at all. People bought 
it beoause it was cheap, but they did not like it. But now they say that the people 
appreciate the quality of Japanese cloth. 



117 


Raja Han Kishwn Kaul. —In the imports of yarn of counts 31s to 40s you don’t think 
they come in competition ? 

A. It is not likely. 

Q. The import of counts 31s to 40s is 19 million pounds and tjie production is also 
19 million pounds. You don’t think they come into competition f 

A. Yes ; bnt then if yon compare them with the huge quantity of yam of Is to 20s and 
21s to 30s it is a very small percentage. -We have to compare the effect of the imports 
on the industry. It is an infinitesimal quantity. 

Q. If the imported amount is equal to the home production, does it not come into 
competition ? 

A. The question is whether the whole of that is put on the market for sale or whether 
it is consumed in the mills. 

Q. Whether it is one or the other, it does oome into competition probably beoauso if 
the outside yam does not come, the looal mills will produce so muoh more. They are 
capable of producing it ? 

A. They have not shown their oapaoity to produce so far as figures go. 

Q. If they can produce 19 million pounds, they can surely produce 38 millions. 

A. Probably yes. 

Q. I am asking this because the imports of counts up to 40s from Japan constitute 
80 per oent. of the total imports from that oountry. 

A. Yes ; but you should take 31s to 40s but not Is to 40s. 

Q. Yes ; if you go up to 40s it praotically oovers the bulk of the imports. 

A. Yes. My point was that the amount imported compared to the bulk of the 
production is very small. 

Mr. Subba Rao .—I want to know a reference. In answer to Question 28 you refer to 
the Bombay Labour Gazette. I would like to have the reference. 

A. The Labour Gazelle for July last. Working on those figures I find that 80 per oent. 
of the labour in Japan is female labour. Money wages are higher for men. Working on 
the proportion of male labour and female labour I have arrived at these figures. In 
Japan for 100 operatives, the wages bill would be Rs. 120 while in Bombay it is Rs. 135 
booause of the higher proportion of the female labour- there. But here we employ 80 
per cent, men and only 20 per cent, women. 

President .—So that, if you remember the comparative efficiency of the two, it is hardly 
surprising that the Bombay mill industry is suffering from depression ? 

A. Would you say that the Japanese labour is more efficient than the Indian mill 
labour ? 

Q. I do not know whether you have studied that aspect of the question. Have you 
worked out the number of spindles that a Japanose operative looks after oomparod with 
the Indian ? 

A. I have not. But according to the Amerioan Report for 1921, their efficiency is 
very low compared to the Amerioan; it is one-quarter of the American. 

Q. Did you notice the number of looms and spindles that the Japanese operative looks 
after 1 

A. No. But I don’t think there is much difference. 

• 

Q. The Japanese operative looks after 240 spindles and 2| looms and the Indian 160 
spindles and 2 looms. Does it not show that the Japanese operative is more efficient 
than the Indian ? 

A. [ have not studied that and I cannot say anything. But apeording to the American 
publication, the efficiency is one-quarter of what it is in the United States. The efficiency 
of the Indian labour is supposed to be one-quarter of the Lancashire mill labour and 
Lancashire labour cannot be less efficient than the United States labour. 

Q. That depends on what basis you are working. The Amerioan efficiency in the 
medium counts is probably higher than that of Lancashire now because of their great 
use of automatic looms which have not oome into use in England. 

Mr. Majmudar .—In reply to Question 14 you say ‘ There does not therefore appear to 
be muoh competition at present, such as would necessitate the protection of the Indian 
industry in yarn ’. That is because you think that Tndia does not produce a sufficient 
quantity or that it cannot produce t 

A. Perhaps the quantity may appeal' to be large when you take the figure 19 milli ons j 
but compared with the high production in oounts Is to 25s which comes to 58 million 
pounds, the imports being only 5'3 millions, it is nothing. So far as counts from Is to 
25s are concerned you won’t say that there is any competition. When we come to 26s 
to 40s we produce 19 million pounds and the imports come to 26 millions. 



Q. But if it is possible to manufacture the same quantity in India andif it is only due 
to the foreign competition that India is not able to produce more, would you agree that 
some protective measures should be given f 

A. I do not admit that we are not producing more. We have increased our production. 

Q. Not in those counts. If you look to the production of 31s to 40s it is only 19 
million pounds. So instead of increasing we are steady or are producing even less. 

A. Yes, steady on the figures for 1913-14, 

Q. So that shows that we are not able to make headway in these counts like other 
countries. 

A. Probably we do not want to manufacture that yarn into cloth. 

Q. No; tho mills say it does not pay them in competition with Japan; and if it be 
so, if there be competition and if that is the reason why they are not able to push forward 
the manufacture, then of course, you would suggest the imposition of a duty ? 

A. No ; I would not even then. Because it is so small compared with the huge produc¬ 
tion of 700 million pounds. It is only 19 million pounds. It is a very small part o four 
producton ; and how much of it is put on the market for sale ? 

Q. They are not able to put it on the market because of the Japanese competition. 

A. No. May I say that they are turning that into better class of cloth t I don’t think 
tho whole of this production is on the market. 

Q. As I said, the millowners say that they are not able to sell beoause of the Japanese 
competition. 

Then with reference to the question of tho medium qualities of cloth, taking the place 
of coarse qualities,, the point is that the Japanese cloth made of medium counts, although 
of a little better quality than that of the Indian, sells at about the same price or even 
at a cheaper price. Naturally, therefore, it would be displacing the Indian coarse cloth. 
Is it not so ? 

A. Yes, Of oourse I have said that there is Japanese competition. I have not denied it. 

Q. The point is about the medium quality of the cloth displacing the Indian cloth. 

A. Medium quality means cloth of counts from 21s to 30s ? 

Q. 21s to 40s, is called medium quality 7 

A. Would not the competition be felt most by Indian mills in cloth made of 21 b to 30e 
because our production above 30s is very little ? 

Q. Suppose we have 20s and 24s. What the Japanese would do is that they would 
give 24s and 30s at a prioe which is equal or a little lower than ours. Naturally 
the Indian consumer prefers to go in for the Japanese cloth because it is a shade finer and 
better and is also available at the same price or even at a lower price. 

A. If that is so, there is certainly very severe competition. 

Q. And that is why the medium quality of cloth is displacing the coarse qjoth- 

A. Yea; there is competition, no doubt, 

Q. It is also true I believe, in your opinion that the sales of clotb are pushed by the 
merchants in accordance with the profit they derive, and that if in the Japanese cloth 
they have a better margin of profit, they naturally push that quality of oloth as against 
the coarse cloth ? 

A. Yes, I admit that. 

Section III 
Internal Competition 

President .—One small point in regard to Section III and, that is that, in reply to 
question 36 you say, ,l the mills in Bombay have some advantages, although not as many 
aa they had formerly. They were well situated as regards supplies of coal.” 

A. They weYo, before, because we could import coai and according to the Report of 
the Coal Committee, imported coal was sometimes cheaper than the Indian ooal, African 
coal, for instance. So if we use imported coal, wo are better situated than the up-country 
mills. 

Q. Which up-country mills are you referring to ? 

A. Ahmedabad, Baroda. 

Q. Bombay is better off as regards coal than Ahmedabad. But certainly not than- 
Nagpur or perhaps than Sholapur ? Proximity to coal fields was an advantage in tba 
case of Bombay, whioh is worth mentioning, as compared with some up-country mills. 
But if you take a centre like Nagpur, is there very muoh in it ? 

A. I agree. 
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Mr. Subba Kao .—The last statement yon make under that section is “ It is reported 
that a quantity of Indian mill-made cloth was recently thrown on the Calontta market at 
a sacrifice and thus replaced the demand for hand-made cloth Who says that ? 

A. That Is also taken from the Report of the Collector of Customs, Calcutta, for 1925-26. 

Mr. Majmudar .—In reply to Question 35 you refer to Aurangabad. 

A. Yes, as an example. Any up-country oentre such as Aurangabad. 

Q. Aurangabad has got special advantages, being situated in the Nizam’s Dominions. 
They have the advantage of not having to pay the export duty on cotton and also due 
to the import duty on cloth imported there. So I want to know whether you are 
referring to the mills in the Native States. 

A. In all Native States they have advantages and naturally they would supply the 
demand which was formerly met from other mills in India. That shows the internal 
competition. 

Section V 
Mill finance 

President .—What are your grounds for saying that some mills went in for extensions 
and replacement of machinery in the boom period, Mr. Antia ? The Millowners’ Associa¬ 
tion hold that they did not. 

A. I have not got any faote to substantiate this statement. But that is the general 
impression in Bombay. We live in Bombay and we come to hear of bo many things. 
I think there must have been some replacement in that period, becauso the mills were 
not able to get any machinery either during the war period or immediately after the 
armistice. They had placed orders for machinery and they were getting machinery as 
they got their orders executed. 

Q. We went into the question with them and you have doubtless seen in the Press 
what they said about it. 

A. Otherwise how could there have been an increase in loomB and spindles in these 
years ? 

Q. I pointed that out to them. Their argument was that the replacement was 
oarried as a result of the orders given either before the war or in the early part 
of the war. 

A. I think the Currimbhoy Mill had no looms. They got in looms. The David Mill 
also got in looms. The looms in many of the mills were increased. It was'not pure 
replacement. I used to read the reports of some mills. I saw they had gone in for 
extensions. 

Q. Those are two cases which are worth further examination. 

A. I am told that the price of machinery is about 100 per cent, less than what it was 
in 1919-20. 

Q. Is it your view in regard to this question of high dividends paid during the boom 
period that whereas it cannot be said to be a* cause of the present depression, it has ac¬ 
centuated the depression ? 

A. Yes. If they had conserved the reserves, they would have been able to meet the 
depression with greater confidence and they would have been able to develop their markets. 
For instance, one thing that struck me during the boom period was that the millowners 
could have created a good fund to send out their own representatives to the export markets 
to study the needs of the export markets. But at that time we did not think of the expor t 
markets because our cloth was selling very well and we were making huge profits. We 
did not think that bad times would come and we did not prepare ourselves for the bad 
times. 

Q. As regards the accentuation of the present depression, how far do you consider 
from the study you have made of the subject that the depression is caused or accentuated 
by the fact that weaker mills have had to sell their Btooks at low prices and have therefore 
dragged down the better mills ? What force do you consider there is in that view ? 

A. Or have not the better mills dragged down the weaker mills ? 

Q. I want your opinion as to that. That is the question before us. 

A. If there was an agreement among the millowners not to sell at a particular price, 
then the weaker mills would not suffer so much. By weaker mills do you mean mills. 
In whioh the cost of production is high ? 

Q. Yes, and the reserves are low. 

A. And interest oharges are probably higher 
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0. A mill like that, living from hand to mouth, sells its cloth at any price it can get 
and therefore does not that compel better mil ls also to sell at a lower prise than otherwise 
it would 1 

A. The impression in Bombay at least is that there is one mill in Bombay which sets 
the standard of prices at which all the other mills sell. That is the impression in Bombay. 
I do not know if it is correct. But tbe Weekly Reviews in tbo Times of India say suoh 
and suoh a mill sold long cloth at Rs. 1-1-0 and other sales have been made on that-basis. 
That is what is done in the Bombay market as : egards the sales by mills. 

Q. You think, therefore, that it is the best mill or at any rate one of the best mills 
which suggests the standard at whioh everybody sells ? 

A. I have no information, but that is what wo read. I think that if there was a 
combination, then it would not compel prices to go down to that extent. A combination 
of mills in Bombay, such as has been formed in the spinning section in Lancashire 
recently, would prevent prices from being forced down even if there is more .Japanese 
competition and I suppose the Japanese also would not sell at lower prices. 

Raja Hari Kishan Kaul .—Do you mean to say that tho better mills sell at a price at 
whioh it will not bo profitable for the other mills to sell ? 

A. I have no information on the subjeot. I have not studied the conditions of the 
mills; but if the price is settled by one oonoern, whioh is very well managed and where 
the oost of production has been kept down by higher efficiency of production, then the 
weaker mill will have to sell at that price, 

Mr. Majmudar .—With reference to the question of level of prices generally, your 
impression is that the prices will bo according to the prioe fixed by the bigger mills ? 

A. I cannot answer this quostion with any confidence. 

Q. I want to know whether a cut in prices by the smaller mills would not aifeot the 
general level of prices. 

A. According to strict economic theory, the price would be settled by the cost of 
production of what is called a representative concern, not by the weakest nor by the 
strongest but by a representative conoern, as Marshall Bays, which has reasonable 
economies of production, reasonable acoess to raw material, reasonable facilities of capital 
and so on. So the price is settled by the price at which such a representative concern can 
sell. That is the eoonomic view. I do not know exactly how far that squares with 
the practice. 

Q. Then you mention the combination of tho Lancashire spinners. But you must 
have seen that although they can oontrol prioes, they are not able to sell their full produc¬ 
tion as before and they have been obliged to curtail production T 

A. They ourtailed their production long ago. But now they are adopting another 
method.. 

Q. But so far they have not been able to inoreaso their BaleB ? 

A. It is too early to judge what will be the effeot of the new method. It is too soon 
to say how far it will succeed. 

Section VI— Costs of Production 
—Raw Material 

President .—As regards the purchase of the raw material, Mr, Antia, have you studied 
this question of hedge contracts ? 

A. Yes, a little. I am not an authority on it. 

Q. Do you consider that you are a sufficient authority on the subject to give us your 
views as to whether it will be advisable in the interests of the mill industry that the number 
of hedge contracts on the East India Cotton Association should be reduced from 
five to one or two 1 

A. The idoal system is, of oourse, to have one hedge contract, but the conditions in 
India are quite different from what they are in America or in Liverpool. In the American 
or Liverpool market, the bulk of the ootton used is American ootton and I believe the 
Amerioan cotton has been classified into grades. There is not that diversity of varieties 
and qualities there that we get in India. There is not that disparity in American cotton 
that there is in Indian and that is why it has been found that one hedge oontract won’t 
meet the needs of the Indian market. That is why they had sevenhedge contracts. This 
they have reduced to five and out of these, one. Fully Good Oomra, is not traded in at all 
and so there are really four. It think that there is also no trading in the Southerns oontraot 
and so really speaking there are only three contracts now for all practical purposes in the 
Bombay market. I think that if there are these three, and that if the scope of each 
oontract is sufficiently widened, so that you can tender against one contract even if another 
fails, if it is approximately equal in quality ; it will certainly improve the system of 
trading. The wider the scope of a hedge contraot, the greater is the insurance that it 
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Q, You don’t think they can manage with Issb than three ? 

A. No. I think the millowners also have agreed to that view. I think the Millowners’ 
Association wrote to the East India Cotton Association in that way, that they would 
like to have these three or four contracts as was suggested by Messrs. Forbes, Forbes and 
Co., with liberty to tender against oertain contracts certain other styles, say, C. P. 1 
against Broach. They said that they would be satisfied with that as an instalment 
towards a better system. But I think it will be very long before we can come to the 
one-hedge oontract ideal. I think it is only an ideal. I do not think it will come in 
practice. 

President .—Have you made any study of the parity of American and Indian cotton t 

A. Usually of course they must movo in parity beoause if Indian cotton were very high 
the demand would fall and people who are large exporters of Indian cotton would then 
buy American cotton in preference to the Indian cotton and so in the' long run the price 
of cotton all over the world must come to a certain parity. But sometimes it happens 
that the Bombay market is out of parity with the Liverpool market. That happens not 
infrequently. Sometimes it is due to the smaller quantity of good quality ootton on the 
market, sometimes it is due to Broach cotton being weak in staple and better styles of 
Broach not being available in sufficient quantities. Sometimes the Oomra crop is very 
good and the prioe of Oomras does not maintain the same parity with the price of Broach, 
and so on. But as a rule there must be parity though sometimes Indian ootton becomes 
higher and American becomes cheaper. 

Q. What is the position at the moment ? 

A. Well, we are maintaining a fair parity with Amerioan cotton I think but day to day 
fluctuations are not absolutely on the same basis. 

Q. How is the parity between the price of American cotton and Indian cotton fixed 1 
The common expression in the trade is to talk of parity between American and Indian 
cotton, but you oannot talk of it in the same way as you talk of parity in exchange t 

A. No. 

Q. What is meant by parity of cotton exactly t 

A. A oertain difference which should exist between the price of Amerioan and Broach 
cotton. 

Q. What is that difference ? 

A. Well, if you take American cotton at about M. per pound, Indian should be about 
7‘fid. or 8 d. per pound. But there is no middling Indian cotton which you can take as 
a standard for all Indian cotton and the spot price of the best Indian ootton sometimes 
rules even higher than the spot price of American cotton in the Liverpool market. That 
is given as one of the reasons by a writer why the Japanese are able to bring their costs 
flown. 

Q. Have you ever worked out the price of the American ootton in Japan and India T 

A. No. 

Q. You have no information on that point ? 

A. No. 

Q. Might not the railway freight from the cotton growing districts to Seattle which 
as you know is a port on the Paoifio Coast make American cotton dearer in Japan as 
compared with the cost at which the same ootton oould be imported into Bombay from a 
port suoh as Galveston ? 

A. Those Japanese lines are subsidised and therefore their freight rates are very low, 
that is a ohief advantage of the Japanese industry, have a national shipping. 

Q. You have no information as to the extent to which they are subsidised t 

A. Every book I have consulted shows that subsidies and bounties are paid. 

Q. But it does not say to what extent, unfortunately ? 

A. I have got figures for subsidies paid to the Nippon Yusen Kaisha—6 million Yen. 
That is from a book by a writer oalled Porter •* Japan a new world Power ” in wbiob he 
states that 6 million Yen are paid to Nippon Yusen Kaisha. Subsidies are paid for 
ship building. Sea routes are subsidised. The Statesmen’s Year Book also says that 
the Japanese Government subsidises shipping companies for foreign trade. So, their 
freight rates cannot be taken into consideration without considering the subsidies. 

Q. Can you let us have that book of Porter's ? - 

A. I have got it in my college library. It is not however a recent publication. The 
Statesmen’s Year Book is the latest publication. That only contains this one line— 
“ The Japanese Government subsidises shipping oompanies for foreign trade. ” 
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Q. The suggestion has been made to us that the miliowners’ troubles in regard to the 
purchase of cotton might be overcome to some extent if Bombay had a yam exchange 
as there is in Osaka. Have yon considered that point at all ? 

A. Yes, I think it would help us, 

Q. In what way ? 

A. The better the organization in every respect the greater would be the help to the 
industry. There would not be any uncertainty as regards prices. As soon as yarn 
is made, we can sell ahead. I do not know whether the mills do make use of the hedge 
contracts. In Lancashire the spinning mills sell cotton against their yarn one cannot 
make out about the practice followed hero. It is difficult to get information. 

Mr, Subba Rao. —In your answer to Question 60, paragraph 4, you are comparing 
the Japanese methods of buying cotton and you say the Japanese save middleman’s 
profits by baving their own agents 1 

A. Not their own agents. There are big Japanese buying houses, Toyo Menka Kaisha 
for instance. They buy cotton in the districts themselves. I have seen Japanese 

K into the Bcrars and buying the produce. They get the ootton into their ginning 
ries and rail it down to Bombay and so I think they have an advantage aB against 
the Indian millowners who buy cotton in the Bombay market. 

Q. But is not that advantage modified by the fact that the Japanese have to pay 
the.r agonte ? A buying house is after all an agency. They have got to incur expenses. 
Is the difference appreciable ? 

A. Well, they buy large quantities and I think the railways can give them lower rates. 
Q. That is a different point. The sum saved in middlemen’s profits is reduced by the 
amount spent on the agency ? 

A. Yes, it is all right in the Berar markets where there are open markets, but in other 
districts it is a common complaint that the cotton grower does not realise adequate 
prices for his produce and that the middlemen’s profits are higher than they are in the 
Berar markets. In the Berar market middlemen are eliminated but in the upcountry 
markets there are many middlemen. 

Q. As between agents and the ryots ? 

A. No, as between the ryot and the trade. 

Mr. Majmudar. —In regard to thp middlemen’s profits, which particular markets 
are you referring to ? 

A. All those markets upcountry, in the Gujarat districts, for inBtanco all those 
places where there are no open markets. 

Q. You mean that in Gnjarat contracts are not made publicly T 
A. You mean for cotton brought by the cultivators ? 

Q. Does it mean that all the cultivators do not get the same price. 

President. —You will find the question discussed in the Cotton Committee's roport. 
In the Berars they have a more advanced system of cotton markets than in any other 
part of India. They have a special Cotton Markets Aet. I do not know how far that 
has been copied elsewhere sinoe the report was written. 

A. It has not been copied. The Bombay Government had a draft Bill but it has been 
hung up. But in the Berar market even a Bombay mill can buy. I think when I was 
there the Central India mills were buying direot from the cultivators. 

Mr. Majmudar. —That, is the system in the Nizam’s Dominions also. 

A. In all parts of the country the complaint is that the cultivator himself does not 
get the benefit of the price that rules iD the important trade centres and therefore there 
18 a difference between the price the cultivator gets and the trades in Bombay pays. 

D. Overhead charges 

As regards Question 88, may I correct my answer in one respect. My information 
now is that a good few of the mills in Bombay have running audits. 

President.— Yes, certainly,. 

Section VII 

Remedial measures and suggestions put jorwaid by the Bombay 
Mmourners' Association. 

In regard to your reply to Question 100 can you give us any cases from any other 
country in which preferential railway rates are given for home manufactures as compared 
with imports ? Do you know of any country in the world m which a preferential rate is 
given for the transport of goods manufactured in that country ? 

A. I should not like to commit myself to a statement just now but I believe Germany 
and America are examples of such countries where the home manufacturer is given a 
definite preference. 
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Q. You might get that as'regards exports, but do you know of any case in which pre¬ 
ference is given in regard to inward movements so to speak ? 

A. I cannot give you a definite statement, bnt I Bhall be glad to tell you later on. 

Q. Can you find out ? 

A. Yes. 

Q. We shall be much obliged if you will do so. 

A. These protectionist countries run their railways for the sake of the country, and I 
think that the Government of India have stated in a Resolution that railways should 
help Indian industries. So, I am not making any suggestion revolutionary in character, 
it is only evolutionary. 

Q. What I want your opinion on is, whether if you are going to give protection at all 
it is not better to give it straight out instead of in this semi-conoealed form of advantages 
in railway freight ? 

A. It will at least help the development of industries if the railway rates are in favour 
of the producers and not so much in favour of the importer. 

Q. But if they are both treated alike ? Railways must be run on a commercial basis 
and if you start making these distinctions are you using them for the purpose for which 
they were constructed ? 

A. That is the English doctrine. 

Q. Which doctrine is the sound one ? Do you consider this a good way of giving 
protection or that it is better to givo protection in the form of an import duty instead of 
in such a way as this ? 

A. My opinion is that import duty should be imposed in the last resort. That is the 
opinion I have given here. If you find there is no other way in whioh we oan keep out 
foreign goods which compete with our industry then we must protect our industry. 

Q. But are not you protecting them just as muoh, only in a somewhat different form t 

A. As regards cotton goods I do not think it wifi mean a great deal of protection. 

Q. Then is it worth doing ? Would any reduction in railway freight bo of sufficient 
help to make any difference ? 

A. Japan as I said can land her goods in Bombay as well as in Calcutta. They can 
oomo to both ports but the Bombay mills have a disadvantage in Caloutta. 

Q. I think it is one of the axioms laid down by the Fiscal Commission that no industry 
oan be protected to the same extent in all parts of the country. Is not that so ? 

A. As regards freight from Bombay to Calcutta the reduction might help them to 
compete with imported goods. Caloutta is alBO an important port for the imports. 
Bombay is a long way off. 

Q. I do not quite relish your suggestion that we should sit here for another year. I 
am not quite sure that T want to but I cannot answer for my colleagues ? 

A. Some other agency can be brought in. 

Q. What do you propose that we should do ? 

A. It is not for me to say. 

Q. If you think that we should sit here for a year, you must have some idea as to what 
we should be doing during that year ? 

A. I did not say that the Board should sit, but I think that after the Board had come 
to Certain definite conclusions. 

Q. Your proposal roughly is that you think that we should come to the conclusion 
that nothing can be done for another six months or so ? 

A. But the information and the conclusions that you draw from the information 
gathered by you will certainly be valuable when the time for action comes, because it is 
quite possible that certain things whon they take place might have their effect on the 
conditions of the industry. First of all we are told that the times are more hopeful, 
secondly there is the appreciation of the yen, thirdly that the work for women in 
Japan is limited to 10 or 11 o’clock at night. All these things may have an effect. I 
do not say that they certainly will have. 

Raja U on Kish an Kaul. —That will be after three years. 

President. —Japan has got an amended Factory Aot. 

A. Are women not supposed to work only up to 10 or 11 at night f 

Q. That provision does not come into,force for three years. The amended Aot came 
not force on the 1st of July. Is it your opinion this enquiry is somwhat premature and 
that it would have been better if it had not started till some months later t 

A. No, that is not my opinion. My opinion is that this is a big question, this is a 
complex question. 
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Q. Nobody knows that better than we do. 

A. It would therefore have been better if it eould have been spread over a year. 

Q. I am afraid the Government of India wants it done very muoh quicker than that 
and I think the trade does so too. The industry in India wanted a rapid enquiry. 

A. My reason is this. Supposing you come to a decision that protection is required ; 
then if the condition of the industry will improve due to other factors people will say it was 
due to protection. On the other hand if protection is not given for one year and if it is 
given after one year or after nine months then it won’t make much difference to the whole 
of the industry. It may make a difference to the mills of Bombay but won’t make muoh 
difference. A delay of nine months or a year won’t kill the industry. Something like 
forty new mills are now in process of construction according to the Millowners’ 
Association Report for 1925-26. 

Q. I take it from your study of political economy you would agree that there is no more 
difficult question for any one than to disentangle the effect of protection from that of 
other causes ? 

A. Yes, I do agree. 

Q. You do not consider that protection is such a simple remedy as it appears sometimes 
to the uninitiated ? 

A. There will be many effeots from the protection of the cotton industry. 

Q. It has a oertain measure of protection at present. Have you ever worked out what 
the effect of that has been 1 

A. You mean the 11 per cent, f 

Q. Is not that an appreciable measure of protection ? 

A. Yes, it would have been if the exchange had been at Is. id. 

Q. Is it your view that the other factors are so complicated that it is praotioally impos¬ 
sible to work out the effect of one factor only ? 

A. Yes. If exchange had been Is. id. and the exchange with Japan Rs. 150 for 100 
yen, it would then have been difficult for Japan to bring in goods and sell them here 
but with exchange at Is. id. the importance of the 11 per oent. factor is to some extent 
diminished. 

Q. If you get the exchange stable at Is. 6d. do you accept the millowners’ view that 
the full effect of the II per cent, duty for the time being has been wiped out by the 12J 
difference in exchange t 

A. Not the whole effoot, beoause in that ease the Japanese will have to pay more for 
their cotton which they get from India. The advantage would be with them but not 
the whole of the advantage in exchange. As I have said in my written statement an 11 
per cent, duty keeps out Lancashire goods more than the Japanese goods. 

Q. Why? 

A. That seems to bo the effect of the duty, according to tho figures for last 
year. 

Q. Would not that be due to the special causes in Lancashire to which we referred in 
the beginning ? 

A. Labour there is dear and they use only one grade of cotton. Japan uses three typos 
of cotton. That is considered by the writer of a report in the United States as being one 
of the chief causes of their success. I have worked out the proportion of cotton oonsumed 
in Japan as 68 per cent. Indian, 30 per cent American, 6 per cent. Chinese, 3 Egyptian 
and 2 per cent. Korean. They say they mix the Chinese with the Indian cotton, Indian 
with American and so on and that that is one of the principal causes of their being able to 
produce better goods and that is why they are able to compete even with the United 
States. May I read this—“ In 1911 the Japanese revised their tariff duty and put up a 
tariff wall, so the imports of cotton goods decreased in 1912.” So the writer says that the 
heavy decline was due to tho higher tariff inaugurated in 1911. “ But none of these highor 
duties would have been effective except for the great extension that took place in the 
production of various kinds of cotton yarn and piecegoods so that the decline has been 
duo to the development of the home industry rather than to the tariffs.” And then he 
goes on to say that the Japanese have kept down the cost of tho raw material by varying 
the mix ing and then sot off one cotton against another in a way that is not permissible 
in countries using a single grade of cotton. 

Raja Hari Kiedian Kaul .—What would be your test for holding that protection has 
become necessary ? 

A. If the industry had been confined to Bombay I might have said that protection 
had become neoessary. 
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Q. What would be your test ? 

A. Only 50 per cent, of the looms are in Bombay. It is a question whether the other 
half of the industry requires protection as well. 

Q. You think that Bombay requires protection now; as regards the other mill s you 
are not sure 1 

A. Yes, Bombay mills are certainly in difficulties. 

Q. What is the’test you would like to apply to the industry in order to judge whether 
protection is needed or not ? 

A. Firstly, I should see whether production has deolined owing to increased competition. 
Secondly, I would see whether any concerns have closed down, and how many have gone 
into liquidation and duo to what causes. You should take the cost of production of some 
ten average concerns, not those whioh have got reserve funds amounting to a crore of 
rupees nor those with debentures amounting to 20 or 30 lakhs of rupees—and see whether 
these average concerns have been able to make profits or losses in a certain period. You 
cannot take one or two years. You should take three years at least. Because in the 
cotton industry as in other industries, there are some periods of depression as well as 
some periods of prosperity. From that if you find those mills are not able to sell at even 
a profit of 6 to 8 per oent. on their capital then I should say that failing all other remedies 
protection is the only remedy. I am not agaiqgt protection as such. In fact I have 
stated that if you consider that the industry is in a very bad condition protection must be 
given. Because we do not want to see our Indian industries declining. 

Q. These are the principal tests which you would like to apply to the mills before 
ooming to the oonolusion; and with regard to the Bombay mills their production has 
not fallen yet ? You say they have to go on producing at a loss for a considerable time 
before they close down, beoause they have to see whether there is greater loss in running 
a mill and selling at cheap rates or in closing down the mills altogether. Therefore for 
a considerable time they would have to run the mills at a loss before they could come to 
a stage where the mills would have to close down. Probably production will not be a 
proper criterion ? 

A. But if some mills close down production will be less. If five mills close down out of 
100 . 

Q. How many mills would you expect to be closed down ? 

A. I saw from the millowners’ statement that in 1925 the number of mills was less than 
what it was in the previous years and that the number of looms and spindles had gone 
up. Closing down of a mill means that it has been transferred to other hands. 

Q. Or it may be that the other mills have increased their production. So it would not 
be a very satisfactory teat ? 

A. No. One test of course won’t be a sufficient test. You have to apply all the teste 
and see the joint effeot. 

Q. These are all the tests that you can at present think of ? 

A. Yes. 

Q. Do you mean to suggest a safeguarding of Industries Act, in answer to Questions 
104 to ill? 

A. Yes, if you find that our industries are in a grave position then protection ought 
to be applied immediately. 

Q. Some piece of legislation which would enable immediate relief to be given ? 

A. I have not thought out how protection should be applied. I suppose a special 
Act would be useful. 

Mr. S-uhba Rao .—I Take it that you are in favour of a specific duty and not an 
ad valorem duty ? You prefer to impose the duty on the lines of goods that oompete 
with IndiaD goods '? 

A. There are two ways, ad valorem or on the quantity. 

Q. Not merely on the goods from the competing countries, but a general duty, but the 
aim being to hit the goods that come from the oompeting countries ? 

A. Yes. That is so. 

Q. You say “ it would best be afforded by increased duties on cloth similar to those 
produced by the Indian mills ” and then you say “ suoh enhanced import duties should 
not be levied on imports from one country alone,” so that you would have an universal 
duty confine to lines in whioh imported goods compete with Indian goods ? 

A. Yes, I do not say that it should be done but if it is neoessary and if protection is 
to be applied then I say this is the way in whioh this Bhould be applied. 
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Q. And then you suggest that the “ figures of imports and of mill stocks should be soru- 
tinised month by month; returns of sales of cotton by the mills and the prices realised by 
them should be sent in by all mills.” I suppose you are aware that that would require 
some legislation. Mills cannot be compelled to send in these returns. Just now you 
said that they did not publish figures as to stocks held by them. 

A. But would not the Bombay mills be too willing to give you the information, if it 
is stated that this information will be kept confidential ? I think they should be 
willing. 

Q. You have got to get statistics. They are just now not available to us. 

A. Yes, I am also at a disadvantage in that respeot, I do not know what their cost of 
production and selling prioe are. 

Q. The figures now obtained by Government are limited to volume of production. 
You suggest figures of saleB and prices. 

A. Yes. 

President. —You say “ returns of sales of ootton by the mills.” I presume you mean 
sales of cotton oloth ? 

A. I mean cotton manufactures. 

Mr. Subba Rao .—A little later you say “ the imposition of a protective duty of 24 per 
cent, on oloth made of yam of 30 counts and under would certainly shut out Japanese 
imports of cloth into this country.” Thereby you assume the present prices do not yield 
then a profit and they are dumping goods merely for creating a market ? Is it not 
so f 

A. I have no information on dumping. 

Q. It is possible that even at a loss they might be dumping goods now ? 

A. The imposition of a duty of 24 per cent, duty would surely keep out such goods for 
which there is no demand in the Indian market at that prioe. 

Q. On the assumption that it would cut into their manufacturing costs and lead to a 
considerable loss ? 

A. It should raise the price at whioh they oan sell. 

Q. Suppose they are now realising their full expenses of production (inoluding profit*) 
and if you put on a duty, unless prioes rise correspondingly they must aooept a prioe dimi¬ 
nished by the amount of the import duty. In that case they might sell at the Indian 
market in spite of this reduction it they wanted to dump goods, as they are only losing the 
profits. 

A- If there is exoessivo dumping now that will be diminished. But if there is no dump¬ 
ing now there may be dumping later on. 

Mr. Ma.jmua.ir. —In sub-paragraph 5 you say “ I should think that another 6 to 0 
per cent, would suffice.” 

A. A very high duty wbuld have the effect of cheoking the consumption of oloth and 
would not be to the advantage of the industry which we want to proteot. 

Q. Would 5 to 6 per cent, give sufficient protection to the industry ? 

A. If it does not, the duty may be increased later on. Some people think that there is a 
12 £ per oent. export bounty on acoount of higher exchange and that there should be a 
duty of 12 or 13 per cent, to countervail that, 

President. —-You have got to take the price of tho cotton itself into consideration. 
The corresponding exchange on cotton has to be oonsiderod ? 

A. That is why I should think that this extra 6 per oent would be enough. 

Q. In the last section of your statement, you express surprise at the export duty of 
cotton whioh has been suggested, and you point out that ” an export duty may bo levied 
on an article of which a country has a monopoly.” But the whole argument which is 
brought forward for the export duty is that India has a monoploy of cotton of certain 
staple and quality which is not to be got elsewhere ? > 

A Yes. But then the price of ootton does not depend on the prices of Indian cotton 
and if the demand for Indian cotton is diminished, the price of Indian cotton should fall 

Q. The point is this; that Japan is using 58 per oent. of Indian ootton and that for 
certain qualities which she manufactures she cannot use anything else but Indian cotton. 
The American cotton could not replace it and therefore if you were to impose this export 
duty she would have to seek outlets in other directions as she oould not make the goods 
which are competing with Indian goods. 

A. That may be so for a few years but in the long run that would give a great blow to 
the Indian cotton production because Japan is trying her level best to encourage cotton 
growing in Korea* in Manchuria and in some other places. 
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Q. Yes; but would that not take many years to bring about. 

A. Say about four or five years. 

Q. I do not suppose that Japan oould grow two million bales of cotton similar to 
Indian cotton or even one million bales in five years. 

A. She could oertainly substitute other kinds of cotton. The effect of that would be 
to depress the prices of Indian cotton. It oertainly won’t stand examination from the 
economic point of view this proposal of an export duty on cotton. 

Q. The suggestion as you know has been put forward in many quarters and we have 
therefore to examine it. 

A. Yes. Japan takes I-6 to 2 million bales. We cannot afford to lose a customer of 
that sort. 

Q. The choice might be one of two evils. It might be the choice of losing your customer 
or preserving your home industry ? 

A. Then I should certain ohoose the evil of the loss of the whole of the industry and 
not hit the agriculturist. 

Q. You would prefer the loss of the whole industry in order to save the agriculturist? 
If you were to impose a protective duty on salt are you not hitting the community 
there J 

A. A little, but not so much as to stop the demand for the production of the 
commodity. 

Q. You will be simply making the community gradually curtail its consumption of one 
article. But in this case is it your view that the imposition of an export duty will simply 
be killing the income of those who grow cotton ? 

A. Only a comparatively small section, if you take the actual percentage. But taking 
the number of people whioh it would ftffeot and the middlemen in the trade and the whole 
trade it would be in the nature of a calamity. 

Q. Do not misunderstand me when I put the argument in this way. It is not that 

1 agree with it; but it is my duty as President of this Board to put the opposite case in 
this extremo form for your considertion in order to elioit your views in the dearest 
possible way. 

A. Let us take this instance. In the United Kingdom formerly the spinners did not 
take Indian cotton. When prices of American cotton went up, the spinners took about 

2 lakhs of bales of Indian cotton but in the last two years when the price of American 
■cotton has fallen Indian cotton is not taken to the same extent. One of the reasons why 
the American acreage has increased is the fear in America that the activities of the British 
Cotton Growing Corporation would permanently bit the cotton producer in 
America. 

Q. Quite so. Do you oonsider that the Japanese could afford to allow the prices to 
go-down in Indian mills by holding off from the Indian market ? If they were out of 
the Indian market, then prices would go-down. Do you think they can afford to do so ? 

A. If they have large stocks. 

Q. It would depend upon how long they follow that procedure, 

A. The demand for Indian cotton is prim ipally for export now. With 6 millions 
of bales and only 2-2 million bales consumed at home the chief demand comes from the 
export and not from the industry at home. 

Q. I gather from your replies to Questions 119 to 123 that vou consider that the 
millowners might get together and do more in the way of organisation than they are doing 
at present ? 

A. Yes, I think so, because the Japanese are said to be very go-ahead people. Thoy 
copy all the western methods, production, efficiency of production, buying and sales 
organisation and I do not see why we should be laoking in these. We have the brains 
but not the organisation. 

Q. Don't you think that the two things go together ? Don’t vou think organisation 
is a matter oi brains. 

A L'p-to-now we did not feel the necessity of organisation. We had a home market. 
But now there is the necessity and I think we should get together and improve our 
organisation, although as I have said. I do not consider that the industry is not carried 
on with efficiency. Some of the Bombay mills are really worked extremely well. 
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Q. Undoubted. You mention banking facilities. What more banking facilities do 
you think they want than they have got 1 

A. Provision of capital for long periods. At present the banks do not lend for long 
periods and the rate of interest varies according to the rate fixed for the time being. 
So if you had a bank specially to help industries suoh as the Industrial Bank in 
Japan. 

Q. You had a Industrial Bank but it did not prove a success. 

A. It should be a State-aided concern with plenty of oapital supplied by the State as is 
done in Japan. 

Q. Japan is a muoh smaller country than India and it is easier to do things in a small 
country. You propose an Indian Industrial Counoil. How is it to be composed ? 
Where are you going to get the men for it ? 

A. Tartly from the men engaged in industry and partly from outsiders whom you will 
have to get. 

Q. It seems a somewhat a vague suggestion, Mr. Antia, if I may say so. These things 
look attractive at first sight. But when you come to work them out, things are not 
quite so easy. 

A. It is being done for the cotton growing industry. We have the Indian Central 
Cotton Committee. I want to have the same thing for the manufacturing industries 
of the country. 

Q. But the manufacturing industries have a muoh wider range of problems than cotton 
growing. For cotton growing you can get people who know all about it. But if you 
take industries generally, you cannot. The Central Cotton Committee is composed of 
experts, but oould you get a committee of experts for industrial questions ? 

A. Although I admit that difficulty, there is a lot of common ground. All industries 
can benefit by certain common measures, while some may benefit by measures applicable 
to particular industries. 

Q. There is also the difficulty of framing an industrial polioy for India as a whole whioh 
is the outcome of the Boforms. These matters are now Provincial. It is somewhat 
difficult to see how you can have an industrial council for India as a whole, 

A. There may be Provincial councils and Provincial questions may be referred to the 
Provincial branch of the Central Council. 

Q. It is an interesting suggestion but the only thing is that this Board is notin a position 
to work it out. 

A. My idea in making this suggestion was there are many inquiries but the inquiries 
are piecemeal. They do not take into account the whole field of Indian industries. 

Q. They had an Indian Industrial Commission. Did they not take the whole thing 
into consideration ? 

A. We had another committee as a result of the Indian Cotton Committee. 

Q. You want a permanent Committee for industries ? 

A. Yes. 

Q. We have your interesting note in which you supplement your views on the determi¬ 
nation of wages. Is it your view, speaking generally, or would you rather not commit 
yonrsolf to an expression of opinion, that the wages in the textile industry are not greater 
than is desirable but greater than the industry can bear in its present economic condition? 

A. I believe they are. It is probably a cause of the depression. 

Q. Do you consider that wages represent now an unduly heavy proportion of the oost 
of production ? 

A. Yes, looking to the low cost of the raw material wages now represent rather a greater 
percentage of the cost of production. Of course I am at a disadvantage because I havO 
not got the figures. 

Q We are endeavouring to get them. 

A. The figures supplied by Sir N. N. Wadia at a meeting of the Committee of the 
Millowners’ Association on the occasion of the visit of Sir Charles Innes show that labour 
oosts amounted to 16 per cent, of the total cost of production. Now I think it will be 
20 to 25 per cent. 

Q. It is over 40 per cent, of the total cost of manufacture. That means about 20 per 
cent, of the total coat of cloth in 1924 and there has been no change sinoe then. 

A. If it is so, then certainly it is a very heavy item. 

Q. And your scheme would permit of a more feasible adjustment than is likely to result 
in any other way ? 

A. Yes, that is the system in Lancashire and in many of the industries in England but. 
I am not very optimistic as to its being a practical scheme. 
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Maja Hari Kishan Kaul. —You think it is not practical. 

A. I do not think that. Otherwise I would not have proposed it. 

Q. It is practical enough to he taken into consideration f 

A. Yes, whether labour will oonsent to have its wages reduced for the next six months 
is not quite clear because the attitude of labour in Bombay mills is not the attitude 
in the English mills. Here in Bombay the workers think that their interests are quite 
different from those of the industry. They have no love for the industry. 

Q. The functions of the Indian Industrial Council whiob you propose would be some¬ 
what different from those of the Council of Industrial Efficiency ? 

A. That would be for the millowners to consider. If they have an organisation they 
oould study the particular problems of their own industry. 

Q. That would be a question of going into the details of the partioular industry 1 

A. Yes. 

Q. Of course you would probably do the same kind of thing for other industries T 

A. Yes. 

Q. That would be going into details ? 

A. for instance the spinners in Lancashire have been considering the causes of the 
depression of the last several years and their deliberations are found printed in five or six 
fat volumes. We have not got anything like that here. 

Q. You mean like this Industrial Council, to go on for several years doing the same 
thing ? 

A. I mean that it shows they are alive to the necessity of work. 

Q. What I mean is that you want either to deal'with the general questions concerning 
the industry. 

A. Detailed questions. Why is this not done ? What about the foreign markets ? 
What are the needs of partioular foreign countries ? I think even now they can do it. 
Eaoh mill can give a contribution to a common fund apd they are oan send out men to 
these markets to study the demand there. 

Q. The general council that you are'proposing, the Indian Industrial Council. 

A. If such a body is created then there would be a continuous interest in the welfare of 
Indian industries. 

Q. They would look into the general question ? 

A- Yes, the general questions affeoting the welfare of industries. 

Mr. Subba Mao .—In regard to this Wages Board you are not, I suppose, committed 
to the details given in this Annexure. You want to make wages move in relation to the 
earning capacity of the mill. The workmen might oomplain that they are not responsible 
for the incapacity of the millowners. If they think that inspite of their hard work there 
were no profits on account of had management. 

A. With reference to the oost of living also. 

Q. Yes, but the other index might be for example the margin between the cost of the 
raw material and selling price ? 

A. I am not committed to any partioular basis. I am in favour of a sliding sealo. 

Q. Yes, and some maohinery to make it operate smoothly, but you are not committed 
to the special scheme ? 

A. No, this is only a draft of a scheme. 

Q. Quite so. 
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Annbxcre A 

I.—Protective Railway Freights 

I give the following extracts in support of my statement that the practioe in 
Continental countries as regards railway rates is different from the practice in England 

and that preferential rates are granted to as, ist hdme industries. 

(а) Freight-rate protection 

The extent of the market for any product, and the competitive relations dependent 
thereon, are not determined by geographical distances, but by the means of transportation 
and the cost of freight. 

Protective duties have repeatedly been made necessary by the very fact that with 
the development of new means of transportation, or through redaction in the previoualy 
obtaining rates, a need arose for equalising the increased competitive power of foreign 
producers. As duties were thus used to offset freights, freights soon oame to be used as a 
weapon against duties. 

The oause of the phenomenon that railway tariffs were broughtinto use as an auxiliary 
to customs duties in the furtherance of protective policy is mainly to be sought in the 
fact that in the last quarter of the 19th oentury the need for protection increased so rapidly 
that import duties were unable to keep pace with the growing requirements. A change 
in duties could be effeoted only by means of a law, and the parliamentary procedure 
connected with legislation ie uniformly time-oonsuming and by no means free from political 
danger. Railway tariffs could be ohanged at will and in any particular, and were the more 
readily susceptible to employment as a correction of the duties> since the purpose of 
economio protection oan easily be conoealed in a procedure connected with private 
enterprise suoh as is affordedin the adjustment of a freight schedule.” 

(“Economio Protectionism*’, by J. Gruzel, pp. 163—179) 

(б) Railway rates, Germany 

“ The German railway policy doos not resemble the Frenoh, and even less that of 
England or the United States. 

The transporting State operates by means of its rates. These are inspired 
neither by the rule of supply and demand nor by the necessities of competition, but 
by the need to support certain products against some foreign competition, to aid 
the development of national seaports, to permit the introduction at a low price of 
merchandise considered useful or necessary. 

Special transport rates, for which it is always difficult to obtain public consent 
in France, ^are almost the rule in Germany. They are generally combined in suoh 
a way as either to defend an industry menaoed by foreign competition or to favour 
exportation.” 

(“ Germany’s Commercial Grip on the World ”, by Henri Hanser, 1917) 

(o) “ Both industry and trade receive encouragement and practical help from the 
Government of the various States, and within its more limited power from the Imperial 
Government. The idea that a German Ambassador is a sort of superior commercial 
agent iB, of course, absurd, yet the fiction had its origin in a fact, which is that German 
diplomatic representatives are very properly alive to the close connection of national 
trade and national prosperity, and are not slow to do industry a service when opportunity 
occurs. Protective legislation apart, the fact that the railways are State undertakings 
enables the Governments to render a great servioe both to industry and agric ij ure by- 
regulating transport changes according to Bpecialcircumstances, geographical and other 
wise, while the export trade is systematically assisted by means of low preferential tariffs 
specially designed to enable the home manufacturers to enterforeign markets on favourable 
conditions.” 


(“ Evolution of Modem Germany ”, Chapter V. By Dawson) 

(d) Appendix IV in “ History and Economics of Transport ”, by Kirkaldy and Evans, 
gives extracts from the Foreign Office Reports whioh show that preferential freight rates 
were granted in Austria-Hungary, Belgium, Denmark, France and Germany. For 
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instance : “ Preferential rates on Austrian railways are granted principally for the 

followingreasons:—(1) To enable a lino of railway with a oirouitouB route to Compete 
with a more direct line which would otherwise monopolize the carriage of goods from one 
given point to another, (2) To enable an Austrian industry to oompete with a similar 
industry abroad which is mqre advantageously situated. Thus preferential rates are 
granted for this reason on Bohemian glass, beet root and its products and on sugar 
for export. 


II.— Subsidies to Japanese Shipping 

(The following extracts should be sufficient to prove that the Japanese Government 
grants enormous building and service subsidies to its mercantile marine) 

Subsidies to Shipping Companies in Japan 

(а) Generous subsidies bestowed by the Government upon enterprising native firms 
have revolutionised Japan’s merchant marine. 

At the end of 1912 the registered gross tonnage of steamers was 1,430,329 tons. 

Eighteen companies with a paid-up capital of Yen 60,651,016 and a reserve fund of 
Yen 37,777,365 owned 419 steam-vessels, earned Yen 51,900,302 and benefited from 
bounties and subsidies amounting to Yen 11,851,603. The largest steamship company 
enjoying Government protection was the Nippon Yusen Kaisha which was subsidized 
by the Government to the amount of Yen 6,081,789.” 

(“ Japan’s Modernization ”, by St. Nihal Singh, 1914) 

(б) “ Japan passed a bounty law on March 23, 1896. for construction and Bervioe 
bounties. A later law of Maroh 24, 1909, made certain ohanges. ” 

“ Of countries outsido of Europe, Japan and the United States of America have paid 
very large amounts to various companies.” 

(“ Economio Protectionism ”, by Grunzel, 1916) 

(c) “ For the purpose of aiding the development of the sea^oarrying trade the Govern¬ 
ment is granting a bounty of a total of Yen 2,905,370 on the San Francisoo and the West 
and East coasts of South America lines as ocean line subsidies and total Yen 1,400,000 on 
the four routes of the Yokohama-London Kobe-Seattle, Kobe-HoDgkong and Yokohama- 
Melboume mail lines as a subsidy. There are besides 18 lines, including the Java line^ 
on which subsidies totalling Yen 2,691,000 are granted as Govemment-direoted routes 
from the servioe outside the budget. The prefeotural Governments are also granting 
subsidies on the specific routes.” 

(The Osaka Asahi English Supplement, Industrial and Commercial, 

1926—page 88) 

N.B .—Further information can be had from the Board of Trade 11 Report on Bounties 
and Subsidies in respect of Shipbuilding, Shipping and Navigation in Foreign Countrios ”, 
Cd 6899, 1913. 

III.— Worm-wide Depression tn the Cotton Industry 

(The following extracts from the “ International Cotton Bulletin, July 1926 ”, 
indioate that there is world-wide depression in the ootton textile industry) 

Extracts frurn the Minutes of the Meeting of the Committee of the International 
Cotton Federation, on the 26th June 1926 

(a) “ Reports on the state of trade in the various oountries were presented to the 
following effeot:— 

Austria and Czechoslovakia —Business oould not be much worse than it is at present 
All the mills are working 30 and 40 per oeut. loss time than last year. 

England. —Trade is in a very depressed condition. Much of the business which is 

being done is on a most unremunerative basis and there is not much likelihood of any 
improvement so long as there are so many manufacturers who have stopped machinery 
and are anxious to secure sufficient business to keep their machinery working in an 
endeavour to cover the cost of overhead charges. 

Germany. —Business is bad in this country...... Prioes are very poor. 

mo Y 422 —9 a 
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Italy .—Business is not as good as in 1925. Exports are about 10 per oent. smaller. 

It is proposed to reduoe the output by closing down one day per week during the next 
four weeks. 

Japan .—In general, the conditions for domeatio business are in a depressed state. 
Added to this is the fact of the appreciation of the Japanese ourrenoy, whioh is making 
the export trade more difficult. Working hours, however, have not been reduced. There 
arc two shifts of ten hours each, making 20 hours per day. The number of spindles is 
increasing slightly. At present they have 4,000,000 spindles, as compared with 4,500,000 
in January and 3,800,000 in December 1925. There is only a small profit and some 
oonoems are losing money. 

Switzerland .—The spinning trade in Switzerland is very bad, and spinners are Belling 
their production very muoh below oost prioe. 

State of Trade Reports 

(6) Japan —The spinners have considerable stooks on hand, and they found it rather 
difficult to dispose of their stooks during the first part of April, according to the local press. 
However, during the lafctor part of the month a decided improvement set in, with more 
demand from abroad for yam and fabrics. It is reported that some spinning companies 
suffered losses beoause of the fall in the prioe of cotton and the rise of the yen exchange, 
and it is reported that a number of cancellations of raw ootton oontraotB oqourred. 

(Tokyo, May 11.) 
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Witness No. 03 

Mr. CHUNILAL B. MEHTA, BOMBAY 

Written Statement dated the 26th August 1926. 

Section VI. 

Costs of Production —(6) Raw Material. 

01. During the past three years the prioe of raw cotton has been continuously falling 
owing to increased production and depression in trade, and at present, cotton prices are 
about Rs. 360 per oandy or 50 per cent, cheaper than three years ago, and it is but natural 
that the stockists should be adversely affected to the extent of their holdings. 

The Bombay millowners are of the opinion that the present system of hedging has 
affected them adversely by the presence of the speculative element in the cotton trade. 
They advocate what is known as the “ Single Hedge Contract ”, instead of the present 
five contracts and are under the impression that the proposal, if given effect to, would 
widen the contracts and afford real hedging facilities, free from the hands of the mani¬ 
pulators. I doubt it. It is plain that it is the actual cotton that is spun and not the 
cotton “ futures ”. The millowner is essentially a buyer of ootton and it is impossible for 
me to reconcile myself to the idea that he should be a seller, except as a speculator, pure 
and simple. The cotton market is not the appropriate market for him to hedge his 
purchases of raw ootton or manufactured goods. There is, perhaps, no other commodity 
in this world than ootton, which is subject to suoh wide and delicate fluctuations. It is 
an international commodity whose prices are governed by the supply and demand, not 
only in India but all over the world, with New York giving a lead to the trade. Any 
favourable or adverse nows beyond the seas affects the local market at once and all calcu¬ 
lations and foreoasts become futile at times. Stability in cotton prices is only an idle 
dream. Therefore, if the millowner hedges his actual stock in the local cotton “ futures ” 
market there is no guarantee that in the end he recovers hU loss, if any, in actual stock by 
a corresponding profit in “ futures ”, Very often the millowner is disappointed owing to 
oiroumstances beyond the control of any one. As a buyer he can take delivery of ootton 
on the due date but as a seller be could not give delivery of cotton on the due date, and 
he is compelled to olose sales of “ futures ” by purchases of “ futures ” to an equal extent. 
Therefore, the chances of the millowner being caught in an unfavourable market are very 
great. He attributes this state of affairs to the manipulations, comers, and squeezes 
that invariably take place and he is under the impression that the substitution of “ single 
hedge contract ”, in the place of the present five, would protect him fully in the cotton 
market. I should like to point out that this proposal will not serve the purpose irrespect- 
ive of other considerations. It may be noted that inspite of the faot that a single hedge' 
oontract system prevails in New York, the market there is not free from squeezes and 
manipulations. Speculation in cotton will continue as long as the world lasts. 

There is only one remedy for the millowner to be free from the speculation in the 
cotton market and it is the providing of a Yam Exohange in Bombay, The right and the 
proper oourse for the millowner to hedge against the actual stock is not in the raw cotton 
market which is subject to manipulations, and renders it impossible for him to deliver 
actual cotton, but in the Yam Exchange. As soon as a millowner buys ootton, either 
ready or forward, he must sell the neoessary quantity in the Yam Exchange and be 
in a position to deliver actual goods, without the fear of being caught by an unfavourable 
turn of the market. As a manufacturer, the millowner with cotton on one hand and 
a ready yam market on the other is thus assured of profit, or at any rate he is not exposed 
to serious losses and he has only togo on manufacturing goods. There is a Yam Exchange 
in Osaka, Japan, and there is no doubt that it affords safer hedging facilities to the manu¬ 
facturers in that country. I am sure, that if the energies of the Bombay millowners are 
directed to the formation of a Yarn Exchange in Bombay, the Bombay millowners will 
not be subject to the risks of manipulations in the cotton market. Moreover, in times of 
largo stocks it would be easy and convenient to finance such stocks with a minimum cost. 

62. The prioe of raw ootton is of supreme importance in determining the prioe of 
yarn, especially of lower counts. The Tariff Board desires to know whether the exporters 
get ootton cheaper than the millowners. I think it quite probable that the exporters 
get cotton cheaper than the millowners, though either upcountry or in Bombay, sellers 
always quote the same price to the buyer, whoever he may be. As a matter of fact 
most of the looal mills have no buying agencies in the upcountry districstand they are 
buying their requirements in Bombay. There is no denying the fact that many times 
the exporters do get their cotton cheaper by about 6 per cent, than those obtained by 



the mills and the phenomenon appears to be paradoxical to many. There is only one 
explanation for this that I can think of. The exporters have vast financial resources. 
They are in touch with alt the foreign markets. Daily in the morning they receive cables 
from New York, Liverpool, China, and Japan. On this they base their buying in 
upoountry markets. These exporters have their branches, agencies, and correspondents 
almost in all the ootton centres of India. After purchasing upoountry, they hedge 
the same in the market which is highest in parity, and thus they can bring down the buying 
rate of their cotton to a level lower than others. 

It is not possible for individual millowners to have these facilities unless they co-operate 
together for buying cotton. A big cotton trust with a large capital should be created 
and every mill must be a shareholder in it and profits must be divided by all in 
proportion. The trust should work on the lines of the Japanese and European 
exporters. 
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Witness No. S3 
Hr. CHUNILAL B. MEHTA 

Oral Evidence recorded at Bombay on the 1st September 1926 

President. —Mr. Mehta, you are, I think, a well-known figure in the Bombay 
cotton world. Will you tell us exactly what your connection with cotton is, for our 
record 1 ' 

A. For the last 18 years, I have been working as a cotton broker and this year I have 
been elected as a Director of the East India Cotton Association. 

Q. You brine out a paper “ Cotton and Finance ” every month ? 

A. Yes, for the last 1J years. 

Q. Are you also a bullion broker ? 

A. Yes. ' 

Q. Wo are not technical people unfortunately and our knowledge of the working of 
ootton purchases is very limited. If you would kindly explain to us at somewhat greater 
length your view that the millownera' idea of one hedge contraot would not help them, 
we should be glad. Do you think it would help them at all if they had one hedge contract ? 

A. I do not think it would help them at all. There is one hedge contract in Liverpool 
and yet there are manipulations, corners and squeezes. 

Q. Would you say that there is less cornering and squeezing in New York and Liver¬ 
pool than here 1 

A. There is a vast difference hetween New York and Bombay. 

Q. Will you enlarge on that ? 

A. The ootton crop of America has a uniform season. It begins about August and 
ends about March. In India the ootton Beason varies from district to district according 
to the geographical position. At one place the crop is finished about the same time as it 
begins in another. 

Q. I think it is more or loss correct to say that there are very few months in the year 
in which there is no ootton coming in from any part of India f 

A. Yea, 

Q. Which months arc they ? 

A. From the end of August or rather September to Novombor. In November it begins 
to move and this goes on to May and June of the following year. For a hedge contraot 
the millowners buy the cotton of their own selection, becauso they know their wants. 
Now suppose they sell it in the cotton market for the sake of hedge. It is gathered that 
thoy cannot tender their cotton ; whatever they are gotting for their own use in their 
mill, in oaao the markot goes against them they cannot tonder it. They might have 
already used it. 

Q. I do not quite follow that. Will you just explain it in detail ? If you assumo we 
are entirely ignorant of the whole transaction, then we shall follow you more clearly. 

A. Supposing the millowners have bought 100 bales of Broach for their own use. While 
buying they see the staple and the fineness of the ootton and they buy according to their 
own selection. Then for the sake of hedging they sell 100 bales in the forward market. 

Q. What do they sell the 100 bales of ? 

A. Of Broach ; that is the contract already. Suppose they buy the Broach ootton 
in June they sell in April or May in the forward market. Now when April or May or 
the due date comes, the millowner who has hedged in the forward market might have 
already used that cotton in the mill. It is not probable that they might have locked it 
up in the godown. Now at the due date in case the market goes up or there is a squeeze 
or manipulation, then the millowner has no way but to oover his Bale in the forward 
market. He cannot deliver the cotton. That iB what I mean. 

Q. But I suppose his point is that if you had only one hedge contract he would be able 
to deliver some other cotton than Broach. He would be able to protect himself that 
way. 

A. No; that is one of the greatest obstacles. By having one hedge oontraot the ootton 
prices would be depressed. Everybody would come and sell cotton whatever quality 
ho has got. Nobody would be willing to buy and the forward market would be depressed 
too muoh to the detriment of the whole trade, farmers, merchants and others, 

Q. But we are looking at the matter here from the point of view of the millowner. 
Would he be any the safer if in April or May he could tender under his hedge contract 
some ootton other than Broach ? 

A. It means that he buys again from the bazaar and sells, not the cotton that he haa 
paid. Then he has only the idea that if the market goes down, he takes the profit and 
then he will have to buy at a higher rate. 
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Q. But he would have a wider field. He would be less likely to be cornered or 
squeezed. 

A. The squeeze and manipulations always depend upon the basis. In the Broaoh 
contract there is the basis of Broach. Suppose there had been one contract, there 
must be one basis. If the basis goes strong the forward market goes strong. The 
differences are fixed between different groups of cotton. Broach, Oomra, and so on. If 
the basis is strong, the market would go up. 

Q. But his view is that he would lose less than he would if he were confined to 
Broach. What is your opinion on that ? 

A. Perhaps less at the sacrifice of heavy losses to others. 

Q. Your point of view is that though it might be safer from the point of view of 
the millowner, yet on the whole it would not be so good for the trade ? 

A. Yes. 

Q. And in your view the balanoe of the loss to the trade would outweigh the balance 
of the advantage to the millowners ? Is that your view ? 

A. Yes. 

Mr. Subba Rao. —I have not quite understood your point. You say there is a loss 
to the trade when the contract is wider. Where is the gain if you have got five contracts 
and where ia the loss if you have one contract ? I want to know that. 

A. The contract value itself would he depressed. 

Q. You mean by there being a larger scope for tender, prices would come down 1 

A. Yes. They would remain much too low. Because the buyer of forward cotton 
does not know what cotton will be tendered to him. 

Q. But won't that be only for a short timo ? That kind of depression will be only 
till the new conditions are settled. When people know that you can tender any of 
these grades, one against the other, then you get a new parity or a new level of prices. 
Would you say that on the New York market the priceB have oome down or the prices 
there are affected in the direction of becoming lower because they have one contract ? 
Prices havo been going up even there. Don’t you think you will get the same tendency 
here also 1 It may he that for a time when you first make the change you will have 
a depression of prices. But when the dealers know once for all what the conditions 
are, then you get the prices fixed according to the market conditions. They will go 
up or down afterwards according to supply and demand of cotton in India. Why 
should there be a perpetual depression ? It need not go on for ever. You get the 
prioes fixed for the purpose of cotton hedge according to the total amount of cotton 
in the country and the total demand for it. 

A. The principal buyers in India are the Japanese and the European firms. In America 
the aotual farmers have a large holding capacity and they go on holding the ootton 
till they get reasonable prioes. Here the buyers are the exporters, generally the 
Japanese and the Europeans. The farmers have no holding capacity and the actual 
buyers always know that somebody will come and sell cotton and the market remains 
always depressed. The conditions are different in the two countries. 

Q. I am afraid I oannot quite follow that. 

Mr. Majmudar. —At present there are two sorts of contracts, one hedge and one 
delivery ? 

A. There are three hedge contracts at present working and two do not work. The 
total is five. 

Q. And there is also a separate transaction for delivery oontract 1 So there are two 
separate transactions, one lor hedge and the other for delivery ? 

A. Yes. 

Q. In the hedge there are five contracts out of which three operate at a time ? 

A. Yes. 

Q. That is due to the fact that the ootton crop of different varieties comes in at 
different times of the year ? 

A. Yes. The due date is arranged according to that. 

Q. At present dealings are done in a particular type, for example Broach; but if 
one hedge contract were decided on, then the dealing would have to be done on the 
basis of any Indian cotton that might be fixed as standard; the differences in the prices 
of the various qualities will also have to be fixed so that any cotton oan be tendered 
at that difference ? 

A. Yes. 
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Q. So what you are afraid of is that under such conditions the firms which are at 
present hedging would not do so beoause they would not be sure of the quality of tho 
cotton that might be tendered and also because the mills and merchants might sell 
heavily on the cotton exchange ? 

A. Yes. 

Q. Now against that, will not the mills purohase also to a very great extent and 
thereby will not the prices go higher ? 

A. Mills will not purchase the hedge. 

Q Why not ? Suppose the mills think that the prices of cotton are likely to go up. 
They might purchase a hedge contract and when they want to go in for a parti¬ 
cular cotton, they can cover the hedge. So just as you are afraid of a depression 
in the market due to heavy sales by mills and merchants, you must also take into 
consideration the faot that the mills might come forward as buyers and the market 
would go up ? 

A. But all the mills will not take delivery of that purchase of hedge because they 
do not want that cotton. On the whole they would oover their hedge purchases. That 
means they would sell the contracts. 

Q. But the operations of exchange will increase and therefore the prices might be 
maintained at the proper level ? 

A. Unless there is some party or parties who are prepared to take the tenders against 
hedge contract, the market is not likely to be sustained. It will be unduly depressed. 
All those that now want to take delivery would come to sell their hedge 
purchases. 

Q. But Japan whioh has been making purchases before would certainly make Borne 
purchases. There are also the Continental firms ? 

A. They all make purchases in the ready markets. Even at present to a very small 
extent the tenders are taken up. 

Q. You mean to say that the purchases are not done at present on hedge account 
but they are dono in roady stocks ? 

A. No j purchases are done in the forward market for the sake of hedge. But against 
those purchases they do not take delivery of actual ootton because they do not know 
what quality of ootton will come to them. 

Q. And the same thing will happen if there is a single hedge contract. If they 
hedge they will not take delivery against hedge contracts. They will clear np 
hedge contracts and purchase the type of ootton they require. So that should not 
affect the cotton market. 

A. It will affect it. At present there is already a big contract for about- 8 to ) 0 
lakhs. 

Q. You are looking at it from the tenderable quantity of ootton f 

A. Yes. 

Q. In America there is such a huge orop that is tenderable and still they have not gone 
in for four or five contracts. 

A. The quality is uniform there. 

Mr. Subba Bao .—How many varieties have you here of Indian cotton which can be 
tendered ? 

A. I do not remember. 

Q. About 20 varieties ? 

A. It might be. 

Q. You have practically as many in America. 

A. Yes. The baBis is “ middling.” 

Q. We have one basis here also. 

A. There is the difficulty of fixing the basis. There is a great difficulty. Suppose we 
fix Broach as the basis, if tfie Broach market is small the forward market will go up. 

Q. The Broach ootton is small compared to the other crops ? 

A. Yes, but the basis will always be the ruling faotor in the market. 

Q. Is it not possible to have as the basis a orop whioh is fairly large in supply and make 
the other smaller ones move round that ? 

A. Yes ; it is possible. 

Q. Just as “ middling ” is the American bagis and it is the largest basis, so also in 
India Broach might be made the basis and then allowances could be given for tenders. 

A. In America there is no question of staple. In the Indian ootton in our tenders in 
some classes the staples are stipulated. A certain staple is required for certain places. 
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In Gujarat J or J inch is required. To fix the basis aooording to the Btaple of cotton is 
a huge task. 

Mr. Majmudar .—If the staple is a little shorter than the standard, could it not fall in 
the next grade, say Oomra for example, and be tendered as such 7 

A. That is not the case at present. We cannot tender Oomra against Broaoh. 

Q. It cannot go as Oomra although the staple be better than Oomra ? 

A. Yes. 

Q. That is a matter of adjustment. The Committee could adjust that ? 

A. But the staple and olass both cannot come under one contract. 

Q. In Amerioa or Liverpool they charge something extra for the staple or colour. Simi¬ 
larly it could be fixed up here too 7 

A. In New York there is nothing for the staple. It is only in Liverpool. 

Mr. Subba i? ao .—It is stated in this work on “ Organised Produoe Markets ” that 
“ upland cotton must be given the foremost place and made the basis for all the trading 
rules, always with special provision for the more valuable long stapled varieties.” You 
get the upland staple as the basis and make allowance for other varieties. Colour, 
cleanliness and staple all the three are considered in framing the classification in 
the market. 

A. That is a suggestion. I have not got tho New York cotton rules book. There is 
already at present an agitation in New York that a premium forstaple should be allowed. 
It is a suggestion that it should be done like that. But at present there is an agitation 
there. 

Mr. Majmudar .-—You know that the Bombay mills have purchased a lot of American 
cotton this year and that the prices have been higher or lower according to staple and 
colour 7 

A. That is in the ready market, not in forward market. 

Q. Is there a practice in America for the mills to make hedge contracts and later on to 
call in for a particular type of cotton at a certain difference in price above the current 
price of " Middling ”? 

A. There is a system of call cotton there. By buying it the buyer himself does not buy 
in the forward market but the seller buys it in the forward market. The buyer takes so 
many points on certain delivery rates and when the due date comes or even before that 
according to his own dosire he can “call ” for fixing the prices. That is the system preva¬ 
lent there. 

Q So according to tho staple, cortain points are added or deducted 7 

A. In call cotton, not in forward. 

Q. If the same is done here, would not all the difficulties disappear in due time f 

A. I do not think so. Here there is another risk of rejection. At present as it is 
I take delivery of 100 bales of Broach in April. I take delivery and put my cotton in 
godown and after 16 days I reissuo it and the surveyor comes and rejects it. 

Q. You mean the same cotton ? 

A. Yes. 

Q. These cases will be few, however. 

A. There are many such cases. There is a risk of losing. 

Q. That risk is very small ? 

A. It keeps back the buyers and those who take delivery. 

Q. If the cotton has been once passed, of course the same cotton would not be consi¬ 
dered to be below parity. 

A- At present it is so. There is not guarantee that the cotton once passed will 
remain at the same award throughout the. same season. 

Q. And you consider that a handicap 7 

A. Yes. 

Q. Don’t you think the difficulty would be less by having one hedge contract 7 

A. If there were only one hedge contract the market would remain depressed. There 
the question of differences will come in. The settling of differences is a point of much 
agitation in the trade, the fewer the number of grades tenderable, the better. 

Q. But against that there is this difficulty at present. Supposing Oomra is scarce; 
then the difference between Oomra and Broach is narrowed down, although Oomra is 
usually a certain number of rupees below Broach. 

A. That is practically a squeeze or comer. All these things happen off and on and 
thereby upset the cotton markets and also the manufacturer. 
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Q. If at that time the mills want to purchase ootton, they are not able to get it at 
the right price because of the squeeze. 

A. Even then it would happen for ready market. The prices are ruled by supply and 
demand. 

Q. We are talking of the effect of hedge oontraots. 

A. Then the millowner has not a ohance of buying Oomra only. He might get 
Khandesh for example. If he goes to buy Oomra he may get it at a greater price. The 
price will be regulated by the total quantity of cotton but not by the particular cotton 
only. It always remains depressed. 

Q. All qualities of cotton would remain on a parity. At present the difference is 
occasionally unnecessarily narrowed down. That would disappear. 

A. It is narrowed down owing to supply and demand. 

Q. Although the other quality may be available, still the particular qualities for which 
there is a little shortage are boomed up. 

A. Would that not happen even if there is one contract ? 

Q. If there is one hedge contract, as the total quantity tenderable will be big, there 
'would be no difficulty owing to either squeezes or corners. 

A. The difference will be fixed according to that. That particular cotton which is 
short will be at a premium. It is for the manufacturer afterwards to decide on. 

Mr, Majmudar. —But so far as the hedge oontract is concerned there will be no 
difficulty due to squeeze or anything of that sort. The price in the ready market might 
go higher or lower according to the quality or quantity. So far as the hedge market is 
concerned, the price will rule according to the total quantity of cotton, and not in 
accordance with the quantity of particular varieties of cotton ? 

A. It would depend upon the supply of the basis. 

Q. But supposing the hedge oontract is for simply “ Indian cotton ” ? 

A. Without any basis. 

Q. Any basis might be fixed, say Broach ; other cottons to be so much above or below 
Broach. 

A. Suppose Broach is fixed as the basis and all cotton is tenderable in the whole of 
India. Broach is quoted at Rs. 3150 ; Oomras should be Rs. 330—Rs. 20 leBB ; Bengal 
Rs. 280—Rs. 100 less. All ootton is tenderable. Now suppose the Broach crop is short, 
what would happen ? The differences which are fixed at the due date time would be 
increased. What would happen if the Broaoh were short is that Broach rates would 
remain at Rs. 360 and Oormas would be quoted minus Rs. 60 perhaps. 

Q. In the ready market ? 

'A. Differences are fixed for the delivery against forward contracts. 

Q. At what time of the year ? 

A. At due date. 

Mr. Subba Ra >. —Is not that better than being squeezed or cornered even supposing 
I have to pay a premium which certainly means a higher price ? 

A. It is ope and the same thing. That is squeezing. If the differences are widened 
ic is a natural squeeze. 

Q. But is there no difference between being cornered and having to pay higher 
prices f I think the two are different. In the ease of the corner you have to meet 
more than you can deliver. In this oase you can deliver only at a higher price because 
prices have risen. The price here need not be so high as in the oase of having sold short 
more than you can deliver. Suppose the food supply is 10 per cent, shorter than your 
consumption. Then you can be squeezed by almost any amount. But now the prices 
cannot go beyond a certain extent. 

A. The same thing. 

Mr. Majmudar. —Supposing instead of taking the basis of Broach the basis is 
“ Indian Middling ” and hedge contracts are made on that basis, then how would 
that affect the situation 1 

A. T think that would be quite a new departure and I cannot give any opinion. 

Q, Would not your difficulty owing to particular cotton crops being high or low bo 
thereby avoided ? 

A. Do you take it that there are no manipulation or squeezing in New York ? 

Q. But not to the same extent as in India. 

A. Much more. 
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Mr. Subba Rao .—The field is larger there. It requires far more finance to oorner on 
the produoe exchanges in Amerioa than in India. The scale is muoh larger. 

A. Even then there are so many squeezes and manipulations. I can send yon an 
article written from there. They are oomplaining against so much manipulation. 

Q. Hot that there are not squeezes. What I mean to say is that in view of the larger 
room for tender the risk is muoh less than in India where you ha ve got a narrow contract 
and anybody can comer the supplies. The chance of cornering a supply in the N^w 
York market is oertainly loss than here in India, because .the supplies here are much 
smaller. You cannot attempt squeezing in New York with the same ease. 

A. May I point out that the Now York stook is never more than 2 lakhs of baleB. 
depends on the quantity of tenderable cotton. You moan to say the larger the tenderable 
cotton, the less the manipulation. You say in New York there are less chances of mani¬ 
pulation and squeezing owing to the field being larger. I would say that with the crop 
of 16 million baleB of Amerioa the stocks in New York are never more that 2 lakhs 
bales, while in Bombay I do not think it is ever less than 5 lakhs of bales. 

President .—Actually in Bombay f 

A. Yes, 4 lakhs is the minimum. 

Hf. Subba Rao .—6 lakhs is the total. We are now sneaking of different kinds.' 

A. Sometimes it comes to even 10 lakhs. S lakhs is the minimum. 

Q. That does not affect your capaoity to comer in any one contract ? 

A. May I tell you that this 4 or S lakhs is the minimum during the season f Suppose 
in April-May the stooks are 8 to 10 lakhs bales of all the cotton ; therefore the tenderable 
cotton is also not less than 2 to 3 lakhs bales. 92,000 bales were issued in Bombay in 
the January contract of 1926. 

Mr. Majmudar ,—Do these 6 lakhs include the stooks at the mills ? 

A. Yes. 

Q. As regards your statement that in New York there will be only 2 lakhs of bales of 
cotton which could be tendered if there is a squeeze, ma y I inquire if more could be brought 
in at a short notice if there is any likelihood of a squeeze ? It is not the actual quantity of 
stocks in New York that regulates the prioe or makes the squeeze or oomer possible 
but it is the availability of the stocks in Amerioa. 

A. You admit that there havo been squeezes. In spite of that the stooks have not 
increased. 

Q. Only when the old stocks are low. These squeezes happen there only at the 
beginning of the season, I suppose for a month. Here there may be a squeeze in 
Oomra at one time. When delivery time for Broach comes, there may be a squeeze in 
Broaoh, and so on. That is what is going on here ? 

A. It depends upon the supply. 

Q. What makes you believe that the Japanese and European firms will not make 
purchases ? 

A. They will make purchases but they will not take delivery tendered against that. 

Q. That would not matter much. 

A. It would matter muoh because they would resell in the hedge market. Generally 
what happens is that at the beginning of the season as soon as new crop contracts are 
out the exporters buy in the Bombay market. Then as soon as tho crop begins to move 
upoountry they begin buying ready cotton there and resell hedge here. 

Q. They will continue to sell futures but they will purchase ready eotton whether here 
or in the mofussil. They will continue to do what they are doing now. 

A. They will sell more. 

Q. But they are selling oven now. 

A. To a limited extent. 

Q. Whenever they think it necessary to hedge, they are selling even now ? 

A. Yes. 

Q. So the same process will continue and thero is no reason to believe that the Japanese 
and European firms will not take advantage of this single hedge contract. 

A. They will take advantage of this by selling cotton in the Bombay market and issuing 
delivery orders. 

Q. And thereby you think the cotton market would be depressed t 

A. Yes. 

Q. But they themselves are all exporters of cotton 5f 

A. Yes. 
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Q. Therefore if some issue delivery orders there will be some pthers to take delivery 
and export. 

A. Exporters themselves being the buyers, I think that when they issue delivery orders 
there would be very few buyers. They will take advantage of the weakness of the 
forward market. 

Q. Your view is that they will depress the market by oontinually selling t 

A. Yes. 

Q. Will that not depend upon the tendency of the market ? 

A. It always depends upon the tendency. 

President .—You said in reply to Mr. Majmudar that it would be a new idea to have an 
“ Indian Middling Cotton ” as a standard. I take it that one of the troubles in India is 
that Broach has always been the standard, but that it is now a much less important 
crop in relation to the rest of India than it used to be. Is not that so ? 

A. It is important. 

Q. It is important, but it has declined as oompared with the rest of India ? 

A. I do not think so. There are Broach, Surat, Navsari. 

Q. I know, but they are not so important as they used to be owing to the increased 
extent of Cambodia, Punjab-Amorican and Tinnevelly oottons. They were not grown 
to a very large extent 20 or 30 years ago. The Broach orop in the old days was tho most 
important of the longer staple cotton. That is not so now ? 

A. It stands on the same footing as before I think. Other long staple cotton stands 
side by side with Broach, but that does not lessen the importance of Broach. 

Q. But if Broach in the old days was 3/5ths of the whole long staple cotton of India 
and is now 1,5th (the figures are purely illustrative) can you say that it is as important 
as it used to be 7 

A. By inorease in staple cotton the importance of Broaoh cannot diminish. Those who 
buy Broaoh buy Broaoh always. 

Q. If it is now only l/6th of the long stapled cotton ? 

A. From the point of view of quantity it is. 

Q. Is it the fact that ever sinoe the Cotton Kxohange started, Broaoh has been the 
standard by which all other crops have been valued f 

A. As far as I remember before Broaoh was the popular contract there was Bhavnagar. 
The contract of Bhavnagar was widely used in Bombay. 

Q. When was that f 

A. Thirty years ago. 

Q. For the last 30 years Broaoh has been the standard f 

A. Yes. 

Q. And owing to that fact it would be extremely difficult to make 

A. Very difficult. 

Q. Just one point about the hedge contraot. You say there are 
now. Which are they ? 

A. Bengal, Broaoh and Ooznra fine. 

Q. Good Southerns is not ? 

A. No. 

Q. The Committee of the Millowners’ Association last year said that the proposals 
which were accepted by the Board of Directors of the East India Cotton Association 
and which were to have four contracts were a step in the right direction. But if it was a 
step in the right direction to have four contracts, as you say there are only three, the mill- 
owners’ requirements have been met to a certain extent. My point is that last year 
Messrs. Forbes, Forbes, Campbell & Co. put forward a suggestion that there should bo 
four contracts instead of five-F. G. Bengal, F. G. Broach, Fine Oomras and Good Southerns. 
The Board of Directors of the East India Cotton Association aocepted this in a somewhat 
modified form. They agreed that there should be four contracts but they made a few 
modifications in regard to the option of tendering. However those proposals were 
turned down at the general meeting of the East India Cotton Association held on the 22nd 
June 1925. You have been a Director. 

A. At that time I was not a Director. 

Q. But you know what happened since then ? 

A. The proposal was turned down. 

Q. You say as a matter of fact that in practice there are only three contracts now ? 

A. Yes, three. 


a change ? 

only three working 
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Q. If the Committee of the Millowners’ Association said that four contracts were a' 
beginning in the right direction and might be accepted and there are actually in practice 
throo contracts only, then the Millowners’ views have been met to a large extent. 

A. The trade did not like those proposals. 

Q. But you say there are in practice only three now. 

A. Yes. 

Q. Then the millowners’ views have been met to a certain extent. 

A. There are 6 panels in the trade and these did not agree. 

Q. But you say that there are only three now ? 

A. The trade did not pass the resolution. 

Q. But in praotice there are three. So the millowners’ view has been met to a 
certain extent. Your view is that the Millowners’ difficulties would be met to a large 
extent if a yam exchange was established. It is an interesting suggestion whioh has 
not been put before us before. There is suoh a yarn exchange in Japan I believe, but is 
there any yarn exchange anywhere else, in Liverpool or in Amerioa t 

A. None there. 

Q. Can you give us any reason why there is none in Manchester ? 

A. I believe that there is a system of buying call cotton there. That is the reason I 
think. 

Q. In what way, beoause they havo only ono hedge contract ? 

A. They buy a certain quality from the seller. They say we want “ Middling Fair ”. 
The actual rate is not fixed. The broker might tell them that he has got 100 balos for 
them—50 points on October delivery. 

Q. At what date are you assuming that this cotton is bought ? 

A. At the beginning of the season. 

Q. Give us a month—any month. 

A. Suppose in December, the millowner wants to buy 100 bales of « Middling Fair ” 
for his spinning purposes. The broker might buy 100 bales at 50 points on March 
delivery rates. From December to March the millowner has the option to fix the rate 
of that cotton—Maroh delivery at his own choice. 

Q. You mean at his option. What can he do ? 

A. He might call the broker again. Suppose after buying that at 50 points on the 
market goes down. Then the millowner says the market has gone down and that he 
is going to fix his rates for March delivery. Then whatever is the ruling rate for March 
on that date would be fixed. Suppose it is 9-50 plus 50 which he has paid for quality. 

Mr. Subba Rao. —You are not thinking of an ordinary future, but of an option ? 

A. Option bat not as it is in Bombay, That is for quality. It is “ call ” cotton. 

President. —How djes this systom make him safer than the Bombay millowner ? 

A. He can fix the price whenever he thinks that the market is low and can also bo suro 
of a sound quality. 

Q. But the Bombay millowner oan always buy ootton when cotton is low ? 

A. Yes, but he has to fix the price immediately. He must buy in the beginning of the 
season. 

Q. What you mean is that a Lancashire millowner can wait to fix the price at the 
time ho considers it is most favourable to him ? 

A. Yea. 

Q. Whereas the Bombay millowner cannot ? 

A. Ho has to fix the price at the time and cannot buy the desired quality by paying 
any premium. ‘ ' 

Q. You have no personal experience of the working of the yarn exchange in Osaka ? 

- A. No personal experience. I may point out that a small yarn exchange is already 
going in a small State called Bhavnagar at present. The rates are quoted in rupees per 
bale. The differences are paid every week. It ib a regular yarn market. 

Q. Are you sure there is no yam exohange in Manchester f 

A. I do not think there is any. 

Raia Hari Kishan KauK —Do you mind explaining a little further how the yarn exchange 
will suit the conditions here ? 

A. In the yarn exchange millowners who have bought cotton of the variety that they 
want oan go and sell their product in the yarn market with reference to the price at which 
they have purchased the cotton. 
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Q. The conditions in -Japan are differed. It is comparatively s-small oountry. The 
purchase is made through one or two firms f 

A. The purchase of cotton you mean ? 

Q. Yes; the imports are made by certain importing firms and every millowner has to 
buy from them. 

A. Only from three. 

Q I do not know how many there are but we have been told that there are only about 
two firms exporting from India, 

A. Three leading firms. 

Q. That may be so. But in India the conditions are different. You have got the mills 
scattered over a vast area. Bo you think the conditions would be the same In India, 
and that all the mills could take advantage of this yarn exchange, or would there be any 
difficulty ? 

A. I anticipate no difficulty. It will help the millowners. At present they have to 
go to hedge in the cotton market where they cannot deliver cotton because they have 
not got cotton. They only sell for the sake of hedge, while in the yam market if they 
hedge they can deliver yam. 

Q. Bo you think that as a matter of fact the distant mills go in a great deal for these 
hedge contracts ? 

A. If the yarn is not saleable then and there they may take advantage, 

Q. Bo you know for instance whether the Cawnpore mills go in for these hodge 
contracts ? 

A. At present there is no yarn market. Bo you mean in cotton ? 

Q. Yes. 

A. I do not know. 

Q. Would there be a similar difficulty in respect of the yam exchange so far as the 
outside mills are concerned ? 

A. It depends upon the time, I think. They might some times like to take advantage. 
At other times they might not take advantage. If there is an organisation anybody 
might take advantage at any time. 

Q. What is the reason for the number of he dge contracts having gone down from four 
to three ? 

A. The fourth contract is the Southern, and jobbers and merchants, I think, were at 
the mercy of some of the exporters because they were the real buyers in the Southern 
market. Tho whole market was in their hands and therefore whatever they did the market 
always ruled in their favour and it is an open thing that when the jobbers do not make 
any money, and are not well protected, they would not like to trade. If the 
exporters sold the market declined; if they bought it advanoed. It was in their hands. 
There was no outside trading in this market, 

Q. And so tho trading oeased ? So the public did not take any interest in that 
contract ? 

A. Tho trade ceased slowly after one or two years. The publio did not take any 
interest in that contract. 

Q. The extent of this contract was comparatively rmall f 

A. Tho dealers were small. 

Q. The quantitv of cotton covered by that hedge contract was not small ? 

A. No. 

Q. Was that cotton covered by any other oontraot ? 

A. I do no* remember. 

Q. Are there any chances of the three beooming two or one in the future t 

A. They may or may not. We cannot say anything. 

Q. Have the prices been depressed by that ? , 

A. Yes. If these three contracts are amalgamated, the trade would oome to 
minimum. 

Q Has the market got depressed by the Southern hedge contraot coming to an 
end ? 

A. 1 do not know that. 

Q. Similarly by the other hedge contracts being olosed, the markets may not be 
depressed t 

A. The markets may be depressed. 
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Q. Do you mean to say that the hedge contAct may not be availed of at all ? 

A. Yes. 

Q. I am looking at the prospects of a yarn exchange with a single hedge contract. 

A. Yes. From the point of view of the millowners, the yam exchange is more 
appropriate. 

Q. Do I understand you to mean that from the point of view of the millowner the 
single hedge contract would be advantageous, while from the point of view of the trade 
it would be disadvantageous ? 

A. Yes. 

Q. That we take for granted. Then as regards the yam exchange, we do not know 
what the millowners think. Would that be more advantageous to the millowner than 
the single ootton hedgo oontract or would it be less advantageous ? 

A. The yarn exchange will be more advantageous. 

Q. President.— Is there not this difficulty about a yarn exchange ? In the United King¬ 
dom, as we understand, there is a yam exchange at Manchester and in Japan there is 
one at Osaka. In India there are very few mills which are not both spinning and weaving 
mills but in Japan and Lancashire, I think, it is the case that moBt of the spinning mills 
have no weaving mills attached to them and vice versa. My point is that if you bad a 
yam exchange in Bombay many of the millowners would not be in a position to deliver 
yam because they would want it for their mills, whereas in Japan and in Manchester 
they would always be in a position to deliver yam, because they do not want the yam 
for their looms, as they have none. 

A. But what I would like to point out is that even if millowners cannot tender yarn 
yet it is better to hedge in yarn than in cotton—as cotton also, they can’t tender. 

Q. Because they do not grow cotton ? 

A. Not that; hut they are the consumers of ootton, and whatever cotton they have, 
is for their own use and not for tondering. The yam of millowners is for their 
own use and so they can’t tender and so where is the advantage ? 

Baja Bari Kishan Kaul— Your suggestion would come to this: that thereBhould 
be a yarn and cloth exchange ? 

A. A cloth exchango is rather difficult; but I think thero is a cloth exohange in 
Shanghai. But it depends upon the uniformity of cloth. 

Q. But that would he a much more complicated and difficult matter ? 

A. Yea. 

Q. So the yarn exchango would take us only half way. You would have to tender 
yarn instead of cloth ? 

A. Yes. 

Q. Mr. Majmudar. —You say that the mills cannot deliver cotton as they want it. But 
then the mills do not. want the single hedge contract with the idea of delivering cotton, 
but only for the sake of protection. When they have cotton in stock they want to 
protect themselves and with a single hedge contract they can protect themselves. 

A. Yes. That may be somewhat advantageous to the millowners with one hedge 
contract; but it is not to the interest of the general public. 

President. —As regards your last point, Mr. Mehta, that exporters do get ootton 
cheaper than the mills, your view is, I understand, that it is merely a question of financial 
resources and the ability to set off one ootton against another and to buy in the 
most favourable markets ? 

A. Yes. 

Q. You mean that tho Japanese can take advantage of the American market If the 
Indian market is unfavourable and vice versa f 
A. Yes. 

Q. It comes to this ; that the bigger the scale on which buying takes place, the more 
avourable terms you are likely to get ? 

A. Yes. 

Q. Raja Bari Kishan Kavl. —You suggest that there should be a oombine for purchasing 
cotton, so that the resources of the millowners in purchasing cotton should be enlarged. 
You think that there will be no practical difficulties in a combine. We were told the 
other day that a trust or oombine would not he desirable. Do you think there will be 
practical difficulties in a combine for even parebasing ootton ? 

A. I do not see any practical difficulties. At present about 35 lakhs of bales are exported 
every year. Out of these 36 lakhs, 75 per oent. is exported by only 6 or 7 houses. For 
the remaining 25 per cent, there are 160 other sundiy exporters. 
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The whole cotton is commanded by these exporters. To have selected cotton and to 
have good stocks with a good trust of millowners, it would be advantageous to thorn to 
have cotton cheaper and of the desired quality. 

Q. There is a certain amount of difference. For instance, with regard to Japan the 
exporters send the cotton all the year round. They have a record of what cotton is 
available and the millowners purchase whatever cotton they want. Here in India every 
millowner can, if he pleases, send an agent to the cotton growing districts and purchase 
cotton of the exact variety that he wants. 

A. He cannot afford to send a man to every centre, because one mill consumes such a 
small quantity of cotton. 

Q. We have been told that certain mills are sending agents to certain cotton growing 
centres and they are purchasing the exact varieties they want. In the case of a combine, 
they would be purchasing on a large soalo and catering for a very large number of mills 
in the country. Would not difficulties arise in the matter of the exact variety that is 
wanted by each mill if purchases were made on such a large scale ? 

A. This trust has not to act only as the supplier of cotton to the mills. It would supply 
to the trade also. Even the present exporters, the Japanese and tho Europeans, sell it 
to tho trade. 

Q. Then your suggestion is that a trust should be formed for purchasing cotton and 
selling it to the mills as well to other customers and that the millowners may aUo 
become members of it ? 

A. Yes. 

Q. Don't you think that it will be detrimental to the interests of the grower ? Suoh 
combine would force down the prices ? 

A No. There will be competition between tho different exporters. 

Q. You suggest a combine, because you want to reduce competition. 

A. Not to reduce competition, but to have the desired quality of cotton and to have 
somewhat cheaper cotton. 

Q. That is reducing prices. You reduco the prices by reducing the competition. At 
present two buyers go there, one bids Rs. 5 and the other Rs. fi and the cotton grower 
gets the higher price. But if there is only one representative to buy the cotton, he bids 
only Rs. 5 and there is nobody else to compete. 

A I do not mean that this trust should be combined along with the present 
Japanese and European exporters. 

Q. At present there are four or five purohasers, say. You want a sixth purchaser, the 
combine, instead of half a dozen or a dozen people sending their agents separately. That 
you say raises their prices and that is why they get cotton at higher prices than the 
exporters. 

A. At present there are only very few mills that send their agents to purchase cotton 
and therefore this trust will not oust ten or twelve purchasers. 

Q. The other mills get their cotton through Bombay where the cotton has come after 
being purchased by the local merchants and again sold to the Bombay market. That is 
the cotton has reached here at a higher price than that at which the exporters have bought 
it. You want to have a combine which will buy in the local markets Such a formidable 
combine which will buy all the cotton available in the local markets and have the Bombay 
market in its hands would be dangerous for the grower. 

A. There will be competition between the Japanese, the European exporters and this 
trust. 

Q. The profit expected to be made by the grower would go to the middlemen ; that is, 
to the combine ? 

A. The grower will get his price and there will be competition between these exporter 
themselves. 

Q. There is that competition now. 

A. Tt increases. There will be one more to compete with these exporters. 

Q. And that, you think, raises the prices ? 

A. It won’t depress the prices, at least. 

Q. How do you arrive at this 5 per cent, estimate of the difference between the prices 
at which the exporters and the local mills buy ? 

A. There is no basis really speaking. 

Q. Only a guess ? 

A. Yes. 

MO r 422—10 
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Q. It may be 1 per cent or 2 par cent, or 3 per cent, or 1 per oent. or any thing t 
A. Yes. That is a guess only. Beoau3e twice or thrice a year tha straddling between 
New York and Bombay markets takes place. Sometimes one is oheaper and the other 
is dearer and so on. 

Q, This difference of 5 per oent. inoludes the advantage which they make by hedging 
in other countries or purchasing and selling in other countries 1 
A. Yos. 

Q. On the basis of the Indian purchases alone the difference will not be so much ? 

A. No 

Q What will be the percentage on Indian purchases alone t 
A. It is very difficult to arrivo at. 

Q. Any wav it would be much less than this f 
A Yes. 

Mr. Subba Ran. —Would you tell us if the Japanese are buying their cotton supplies 
through any one agent or through a number of agents 7 You say three or four firms 
manipulate the export of cotton. 

A. They buy through many agents. They have their branches in smaller centres. 

President. —The point that Mr. Subba Rao wants to get at is whether the Japan Cotton 
Spinners’ Association has one buying agency for India as a whole or whether individual 
mills in Japan purchase their requirements in India separately What is the agenoy by 
which the Indian cotton reaches the Japanese mill 7 
A. There are three big export houses. They are doing all the buying. They are all 
over India. There are also smaller ones. They are the chief exporters to Japan and they 
also export to the Continent. 

Q. But mostly to Japan T 
A. Japan and to Europe also. 

President. —Bo they compete against each other 7 Or have you no information on 
that point 7 

A. Upcountry they compete. Among themselves they do not compete. 

Q. So it is practically one firm ? From what you say they seem to work as one ? 

A. They work with unity. They won’t compete with one anothor. 

Q. As the Bombay millowners do 7 

A. I do not know that; whether they work with unity. 

Q. If the Japanese havo throe firms in this country who are working together—you say 
that they do not work in competition with each other—is not that the same thing as 
having a combined organisation for buying 7 

A. I do not know exactly. But as far as I know, they do not compete. 

Mr. Subba Rao. —You say you are sure about the 5 per cent, difference in price 7 It 
may be less 7 
A. Yes. 

Q. You also say later on that they have their own branches, agencios and correspond¬ 
ents almost in all the cotton centres of India. I suppose all that mean some expenditure. 
A. Yes. 

Q. Therefore, the advantage they get by this kind of buying is reduced to very 
small dimensions. They have got to pay commission to people, and so on. There¬ 
fore where is tho special advantage ? 

A. These three firms are doing all other business also. They import- cloth. They 
export other things also. Thoy are really export houses. 

Mr. Majmudar. —You say that after purchasing upoountry, “ they hedge tho same in 
the market which is highest in parity, and thus they can bring down the buying rate of 
their ootton to a level lower than othors.” How much do they make by that 7 
A. That is a guess. It depends upon so many things. 

Q. Is that difference inoluded in this 6 per cent. 7 
A. Yos. 

Q. The profit that they make in hedging here is also included in this 5 per oent. 7 
A. Yes. 

Q. And that may be perhapB a major portion of the 5 per cent. 

A. I cannot any whether it is major or minor. 

President. —Hive you any views on the question of an export duty on cotton 7 
A. There should not be any export duty on ootton. 
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Q. Why f 

A. The same thing again; the depression of prioes. 

Q. You are thinking of its effects on the cotton grower. But the argument put forward 
in favour of the export duty is that it would not really depress prices because the Indian 
cotton which goes to Japan is of speoial growth which cannot be got anywhere else and 
therefore the Japanese are bound to pay the price for it. 

A. America was growing last year more cotton of lower staple and Japan gets more 
cotton from America than from India. 

Q. Your view is that American cotton can bo substituted for Indian cotton; that is, 
the lower grade American cotton ? 

A. To some extent, yes, 

Q. And therefore, that unless you oan pass on the full duty to the buyer, it would be 
mistake to impose it ? 

A. Yes. 
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Witness No. 64 

Mr. A. H. MANEK, BOMBAY 

Written Statement dated Bombay, the 11th August 1926 
Section I —General 

1. Gepretsion is felt mostly in Bombay, and in stations up-country it would bo 
proportionately leas according to distanoe, as tho uost of conveyance by rail increases. 
It alfeots them all but oannot do so alike, as like most other industries. Some Mills may 
be more efficiently conducted than others. Some may by specialising in certain cloths, 
and may be able to sell their manufactures at a slightly lower rate than others. It is 
also possible to have a slightly higher cost of production in certain Mills, which employ 
all Europeans on higher salaries as Superior Officers. In my dealings with Manchester, 
I have also found that certain firms and Mills specialising in certain lines of cloth are 
able to sell at a slightly lower rate than others. 

2. I do not think world factors could have muoh or anything at all to do with 
the depression, as at present the Indian Mills are doing a much larger local trade than a 
foieign one. Besides, the world factors cannot- affect Indian Mills alone. 

3. The causes of the present depression are temporary, being due ii; my opinion 
greatly to Japanese competition, and also to Government’s Currency and Exchange 
polioy as l will demonstrate as I go along and answer more questions. If there were 
serious permanent defects, they would adversely affect sales at all times or more often 
than has been the case for the last three years. In my opinion, Currency and Exchange 
polioy of the Indian Government has reduced very considerably the purchasing power 
of Indian agriculturists, and tho Japanese competition has intensified tho depression. 
I think that these two causes if removed as far as practicable, may enable the Mill industry 
to pay its way oven in times of unfavourable or less favourable monsoons, as was the 
case in provious years. World factors would not affect the Cotton Mill Industry alone or 
to a greater extent than other Indian industries. 

4. If Japanese competition were removed, it is probable the Mibs might be able to 
increase their sales more than at present, but there would bo no Dermal activity as India 
always noticed in tho cloth trade after a good Monsoon, unless the causes that now 
operato in reduoing the purchasing power of tho masses are also removed. This is not 
the case with the Indian Mill cloth only but also with Manchester goods. 

5. (a) Most Mills arc selling at no profit, and many at a loss. 

G. A further fall in the raw price of cotton may enable our Mills to reduce the selling 
price as lower cotton would reduce half the production costs, but the same would be the 
case with Japanese Mills using Indian cotton entirely in the stuffs they export to India; 
cheaper cotton may also bring the cloth price nearer the purchasing ability of the Indian 
buyer, but dear cotton is not the only cause of the present depression. There are other 
adverse factors operating at the same time, Rnd until they arc also removed, I do not 
think wo shall see prosperity in the industry. 

7. All practical men handling cloth know that want of confidence in tho price of raw 
cotton alone has not in the past caused such an acute depression, though fluctuating 
prices of raw cotton have the effect of stopping forward sales to some extent, and dealers 
buy in smaller lots for present requirements only, but there is even then no acute 
depression. But fluctuating raw cotton prices alone do not and oannot by themselves 
produce such difference between our Mills-cloth and that imported from Japan. We 
nave hail in the cloth trade daily fluctuations on a rising market, and also falls in prices 
on a weak market, but these variations are not uncommon in the trade and merchants 
know that they are ordinary natural trade risks which do not cause aoute depressions 
as is the case at present. But the want of confidence now prevailing is of a different 
kind and something unusual as the very low prices of Japanese cloths in competing lines 
put the Indian goods out of salo, and dealers oannot stock same for fear of not being 
able to convert them into cash readily even with a small loss. 

8. Fall in the price of raw cotton has a retarding effect on future sales and the 
manufacture of goods, and it reduces the markot sale-price but it has not been known 
ovon in Manchester goods to cause a cessation or great reduction of sales as has been the 
caso with tho cloth business for the last two years. I do not agree with the view that 
all commodities rise or fall to the same ratio or in unison, as the ratio of falls for different 
goods may depend on the demand, coat of labour, or of materials and stocks and other 
considerations which vary with different articles, 
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9. The Mills’ purchasers are mostly if not entirely agriculturists, who cannot afford 
to buy even locally made finer or more expensive cloths. I consider that the purchasing 
power being about 7J annas to the rupee as compared with the pre-war 16-anna parity, 
the present depression in the Milh-cloth and Manchester cloth is more than 76 per cent, 
due to the ryot’s rcdu' ed purchasing power. 

10. There are in my opinion four classes of consumers, viz., 

(а) Poor ryots or agriculturists about 300 millions of them whose incomes on an 

average are about Its. 100 per annum ; 

(б) Small traders, such as grain-dealers in villages, dealers in small wares, cheap 
hardware, and other cheap necessities of the poorer masses, including small 
craftsmen, such as tailors, shoe-makers, carpenters, etc., whose capital runs 
between Rs. 2,000 to Rs. 6,000 ; 

(c) Superior shop-keepers, and small merchants handling trade with a capital of 

Rs. 10,000 to a lakh, who have to keep their money oontinnally turning ; 

(d) Big merchants, big European shop-keepers, Importers and Exporters doing 
business in a large way. Civil and Military Officers earning large salaries, 
Bankers and Financiers earning steady and large incomes, ZamindarB, landlords 
and the like. 

Consumers of the class (a) manage to eke out, it is said, a hand to mouth existence ; 
have no means or perhaps an entirely negligible amount to invest even in silver trinkets, 
and they do not and cannot hoard. Consumers of the (6) class are almost unable to 
hoard either in silver or gold, and they are the Indian Mills’customers. Consumers of 
the (c) class have been 60 hit by adverse trade conditions and losses sustained by 
losing the business of their oustomers of the (a) and (6) classes, and like Manchester 
manufacturers they have been vainly hoping against hope for the past four years 
in spite of five favourable Monsoons. They have come to regard gold and silver 
bullion or bars as a better article uf merchandise t handle with a smaller but safer margin 
of profit than cloths, Indian or Manchester-made, wherein, with all their experience of a 
life-time they more often lose than gain, and wherein sometimes they find themselves 
loaded with goods which they cannot move at all at times, whereas in pre-war times a 
dealer in doth could always convert his stock of cloth at from two to five per cent, 
according to quality, etc. It is they that have been doing a clever thing to invest in gold 
and silver bars and do a little dabbling in them. I think they do this trade more for 
the sake of its being a safe trade than on account of gold and silver being now cheaper 
than before. 

Even these well-to-do consumers buy less now than before, but consumers of classes 
(b) and (c) only buy what they actually cannot avoid buying. I used to buy three suits 
every year, and for the last two years I have not bought any except a few new shirts, 
sockB, etc., and try to avoid purchasing as much as possible having to economise as much 
as possible. The fact remains that the 300 million agriculturists vho are the wealth 
producers of the country and who constitute the people of India for all practical economic 
considerations are unable to buy sufficient doth for their bare requirements and according 
to Sir VictOJ Sassoon buy only 7J yards of Mill and Manchester cloth. My opinion is 
that their reduced purchases not only in doth but in all other necessities of life are the 
cause of the abnormal and general slackness of trade. Indeed they must be only buying 
doth to avoid nakedness of their family and even for this cloth-purchase of necessity 
they must be dravring on their meagre store of money necessary for the feeding of their 
family for a whole year. I attribute it more to the Government’s Exchange policy than 
to other causes, but I will revert to this matter when I am dealing with Indian Exchange 
and Currency. 

11. Lack of organisation generally among millowners sc far as a joint policy for sale 
or labour, etc., is concerned may lead to not as good a progress as could be expected from 
the industry, but it has not led to any very acute depression such as the present, during 
the last 50 years of the industry, and it is not fair to them to attribute the present 
depression to this cause since there are other more apparent and convincing causes that 
point to being the most probable cause. As an Investor, I grumble with good cause 
that in the specified direction of an active export-sales campaign they are not as pushing 
as T expect them on account of my experience in the textile trade, yet this defect is not 
the oause of the present depression. 

12. Depression has affected all (a), (6), and le), but the fact remains that even if there 
were no mills cloced down or in liquidation, there is none the less necessity to safeguard 
all our industries if they are threatened with unfair foreign competition, or for the 
removal of those causes that operate against their undoing. 



Section II 

Nature and extent of competition between imported goods and those of Indian manufacture 

13. Sinco 1917, the yarn exports to China from India have been steadily falling from 
143J million lbs. to 14J million lbs. in 1924-26, that iB, to about a tenth part. The fact is 
very forcibly brought to our notico that Exchange plays a most important part in the 
export trade. In 1917 our exports of yarn to China were only about 22 million lbs. less 
than those from Japan; but in 1924 we were 43 million IbB. less. In 1920 China on 
account of its favourable exchange bought from us 364 million lbs. more of yarn than 
from Japan, but since 1921 since the unfavourable Chinese exchange and on account 
of the very low Japanese exchange Japan has outstripped us in our yarn trade with 
China, so that in 1924 our export was only |rd that of Japan, viz., 20jp millions against 
Japan’s 63J million lbs. Japan's exchange with India was entirely in favour of Japan 
in 1924, being 116 in Octobor, 112 in Novembor, 110 in December and lowest in January 
1925 at 107, and 109 in February, and continuing very low throughout 1925, being on 
an average of 113J, and it injured not only our trade in China but also in India. I 
think oxchango had a groat deal more to do with it than anything else, and I do not 
think the expansion of the weaving industry in India led to decreased export of our 
yarn to China since 1917 but rather the reverse. 

14. Italy and Holland have been supplying India with a kind of fancy trouserings, 
checks, shawls, and cotton blankets, etc., and also coloured yarn (Turkey red), etc., for 
somo yoars even before the War, but they have not been serious competitors of our Mills, 
and their price has never been so unfair or competitive as to oblige us to take any notice 
of thorn and they never depressed and cut out Indian Mills’ trade. Excopt for the 
competition from Japan, othor countries’ cloths have not had an effect on the prices of 
mill-cloth. The Government’s exchange and ourrenoy has the effect of reducing the 
amount of sales but the depression caused in prices is entirely due in my opinion to 
Japanese competition. 

15. The competition is in yarns 1 ls/30s mostly and also in 30s/40s and in cloth 
in all grades upto 40s. This should be an exclusive field in India for the Indian Mills. 

16. Mill-owners ought to be able to give the figures for comparison. 

17. In 1924 and 1926 mill-owners complained of being unable to sell below or at 
production costs. 

18. In 1924-25 it was stated that the Japanese low exchange enabled goods to be 
placed in India at about 30 per cent, advantage. If this estimate be correct, it may be 
possible to compete with Indian Mills in foreign marketB, even below Bombay’s produc¬ 
tion costs. The Japanese got their Yens 100, scoring against Bombay Rs. 38 when 
their Exchange was Rs.112 at end of 1924 plus their 10 per cent. Consumption tax refund 
apart from any advantage of doublo shiftB, etc. No industry can be safe against the 
depreciated exchange of its competitor. 

19. A Dealer in Caloutta told me in 1924 that Calcutta wub importing more and more 
Japanese yarn 40s. and that Madras yarn which was selling well there had been almost 
replaced by Japanese. I am afraid the percentage will increase in 40s. and higher counts 
till such time as they can compete with India and Manchester and then they may attack 
21 to 30s also. 

20. I agree that Manchester does not compete extensively with Indian Mills goods 
in coarser cloth and though I do not speak for or on behalf of Manchester or the importers 
of Manchester pieoegoods, my experience leads mo to the belief that thoro is ample field 
for both in India, and Manchester has a wide field in its lines of finer goods and that it 
will always have a field to itself for its finish, and comparatively defectless cloths. 

21. I accept the figure but it would not have been the case but for the low Japanese 
exchange and other unfair advantages against which our Mill Industry rightly complain. 

22 . I accept tho figure, but price for price, I think the imported goods givo better 
value and finish, mostly in checks, trouserings, blankctB and shawls. 

23. If the sterling exchango remains at Is. 6 d- I am of opinion that at present on 
account of general trade slump, and so long as it lasts, Manchester will do a smaller 
business, and the ]«. 6 d. exchango will not improve trade but will decrease it, as the 
proposed 1«. 6 d. has the effect of reducing the purchasing power of the Indian. As 
regards Japan, so long Japan has no safeguarding duty imposed against her and so 
iong as she enjoys the unfair advantages complained of, she will keep increasing her 
imports to the disadvantage of our Mills. 
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As regards Italy, she has so far competed with Manchester, and though she had a 
fairly good trade evon before the War, her low Lira Exchange has accentuated her com 
petition temporarily and I am not aware of her serious competition with our Cotton 
M i lls . She has however been doing a better business in artificial silks and in woollen- 
mixed goods. 

24. The Japanese Cotton Shippers’ letter dated Bombay, 20th February 1920, states 
that Japanese expanse in cloth and yam in India is at the expense of Manchester more 
than of Bombay Mills (see page 51 of Millownor Statement). Japan will capture still 
more of Manchester’s trade in India but it remains to be seen whether it can ever beat 
Manchester in the very superior grades of piecegoods which will, in my opinion, always 
be Manchester’s strong point. Japan will bo everybody’s competitor not only in India 
but in all markets where very high quality and finish are not necessary. 

25. See my reply to question 18. The Japanese is a much keener business-man 
than some of our mill-owners, and although they may be very clever in mixing cotton, 
and it is said that in the piecegoods sent out to us, a part is of a cheaper grade cotton 
and that therefore they have about 75 per cent, of the benefit of Exchange, that if, in 
1925theyhad 75 per cent.of benefit of Rs. 38 in exchange of the total c.i.j. cost on Yen 100, 
or Rs. 27 on every 100 Yen of price, the mill-owners appear to have taken only 60 per cent, 
instead of 75 per cent, gain in exchange on the cloth they ship to us for the Indian cotton 
used on the supposition that the cloth coming to us from Japan is made wholly of Indian 
cotton. I think Japanese exchange is fids responsible and the other advantages to¬ 
gether constitute about fid of the Japanese competition. At present rates of exchange 
their estimate as per paragraph 57 of their representation appears to be about right. 
They do not appear to have provided for the difference of efficiency (during double shift¬ 
work) between Japanese and Indian labour. 

26. Exchange is a most important factor to be reokoned with in mercantile and 
industrial dealings, and in future we may have trouble with Italy on account of her low 
exchange if she takos to competing with Bombay Mills in staple greys, but bo long as 
she confines herself mostly to striped and coloured goods, their competition is not so 
harmful as that of Japan. 

27. All far-sighted business men realise that a rate of Is. 6<f. Exchange is a Bounty 
of 12f per cent, to all foreign manufacturers in our Home (Indian) market and a like 
bounty against out Mills’ manufactures in the markets outside India. Tho relation 
of India and United Kingdom in tho matter of Sterling Exchange is on a different and 
more serious plane, as England or London is our Clearing House or Financial Banking 
medium, and almost the whole of our exports are financed through London. The loss 
of 12f per cent, on the entire gold we receive in payment lor onr produce in its transit 
from London to India is crushingly ruinouB and it oripples the entire surplus purchasing 
capacity of our agriculturists, because it is just this 10 or 12 per cont. of bis annual 
incomo that is lost in this exchange operation, and this crushing blow to him is passed 
on to all of us who are interested in selling our merchandise to him, whether such merchan¬ 
dise is imported Manchester goods or other British manufactures or whethor they consist 
of locally manufactured goods. The effect of this blow will be realised by us next year 
when we study our trade returns. I therefore trust that this Is. 6 d. rate may not be 
stabilised. It will undoubtedly seriously affoct the Mill industry as its customers are 
preponderately the 300 million agriculturists. I would sooner that our agriculturists 
lost only Re. 1-8 at Exchange ls.4d. in their annual total purchase than lose Rs. 12-8 
which they do by this insidious and invisible tax, viz., the Is. 6 d. rate. I cannot too strongly 
oondemn it. 

28. Under tho present circumstances, the mill-owners’ estimate is about right, 
although I think a further 3 per cent, should have been allowed on account of the lower 
efficiency of our mill-operative. 

29. The benefit in freight charges and the lower rate of interest, etc., ought to have 
been ascertained by the Government of India or the British Diplomatic body in Japan. 
They can do it better than business-people. 

30. If we have a strong financial position or credit, we always buy from Manchester 
on four months’ D/A terms, and we used to do the same for our Continental purchases, 
and again, Continental manufacturers used to send to India large stocks of commodities 
for consignment sale, but I believe our mill-owners also in some cases of reliable parties 
give 30 days’ credit, but I do not know whether it would be desirable at the present 
very bad times to emulate Manchester's example. 
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31. We can get Manchester to comply with and also Continental Makers to carry oiit 
all our wishes as to quality, finish and packing and it goes without saying that our Mills 
must do the same, in their export trade. 


32. I have not noticod any particularly. 


33. 


The following decreases in our Mills’ shipments are markedly noticeable: — 


Aden and Dependencies 

Straits Settlements (including Labuan) 

Mauritius and Dependencies .. 

Egypt 

French Somaliland.. 


Exports in 


1913-14 

Yards. 

0,162,600 

871,321 

1,111,906 

1,975,350 

1,835,480 


1925-26 

Yards. 

1,656,630 

462,199 

421,108 

372,650 

62,732 


34. There is a deoidedly growing tendency towards finer goods on the part of those 
purchasers in Class (6) and (c) referred to by me in my answer No. 10, but this does not 
apply to the 300 million agriculturists, with whom we are principally concerned as 
customers. 


Section IV—Mill Management 

40. No two business-men oan agree as to what is really “ reasonable efficiency and 
economy ”, The Japanese claimed or somebody claimed on their behalf that their Mill- 
owners were more efficient than the Bombay Mill-owners, and I say that the Cotton 
industry of Manchester and their methods of sale and sale-policy is a model that can be 
emulated with advantage, and I am of opinion that as regards co-operative organization 
the Germans cannot be beaten. The “ measure of efficiency and economy ” will therefore 
always be an abstract thing. Unless there are negligent and dishonest persons in charge 
of an industry or business, I think with some rare exceptions, which happen in all trades 
and in all Countries, our Mill Industry can be taken as satisfying the criterion of “ The 
British Safe guarding of Industries Act ”, and perhaps we cannot improve on the 
personnel, but the industry can bo safeguarded as to proper management and control by 
modifying and making more stringent penalty-clauses in the Indian Companies’ Act. 
We hear complaints about the Jute Mills also as to the speculative purchase of raw 
materials, etc., anonymously and we shall always have such complaints, but I am satisfied 
with the dividends paid. My contention is that human organisations cannot be quite 
perfect, and we must do the best we can with the materia], skill, eto., available in this 
country. 

41. There is considerable senseless agitation here and more at Calcutta about the 
“ Managing Agency ” system. I would not have invested a penny in any other system, 
viz., that of a competent manager being given the power that the Firm of managing 
agents have. A respectable and honest firm of Managing Agents is a better security 
for honest and efficient management than the “ Manager ” system advocated. The 
share-holders or Investors have and can have a better power of control or revision of 
the managing agents work or review the same in greater detail annually by amending the 
“ Indian Companies’ Aot ”, but I think nothing can beat in this Country the system 
of managing agents with a powerful and technically suitable Board of Directors. The 
Jute, Cotton and other large industries have to arrango finance for working expenses, 
raw material, etc., which runs into large figures. In times of money stringency as at 
present when Banks do not give loans as freely as in good-sale-times, it was this system 
that has stood the strain. There is always greater security in Firms than in individuals 
and I do not think any case is made out for a change. There may be bad managing 
agents and the only remedy is to have some power through the Act for Investors to 
change them in cases of proved neglect, peculation, or incompetence. 

42. There are, I believe, only two Mills in Bombay that are paid commission on 
production, and the rest all get commission on net profits. Everybody here prefers the 
latter system of remuneration from an Investor’s point of view, 

43. Some Agents, I believe, get an allowance for Office expenses, whilst others charge 
what they expend, (a) I do not know of any Agents being allow r ed commission on 
purchases of cotton, and I should strongly oppose it in the case of my investments. 

(bj On purchases of machinery. —I would not oppose it if it were to apply to those 
Managing Agents who are special agents in India for such machinery as we should have to 
pay them commission on purchase of Mill Machinery in any case; and to save huge 
commissions and frauds which sometimes happen, I would prefer to buy my entire Mill 





Machinery by paying a reasonable commission to my own managing agents specialising 
in the line. There are instances in other industries where bad or inefficient or inadaptable 
machineries are sometimes purchased, and such initial blunders are a drag on the success 
of the venture. 

(c) On sales of yarn and doth .—The system of selling agents in my opinion is faulty, and 
though it is generally stated that it is suitable for India, I am whole-heartedly in favour 
of the Manchester system which has stood the test for many years, modifying it slightly 
to suit Indian conditions. Rather than have the existing “ Selling Agency-Monopoly 
system, I think it is preferable to have the Managing Agents also as “ Selling Agents”, 
provided they have a separate “ selling department ” whose business it would be only 
to sell their Mills’ product, but it must be under the control of the Managing Agents’ 
office as regards fixing of selling price, contracts, etc., and must be subordinate to it. 
There is some advantage in it in as much as it prevents inter-competition between the 
selling-agents if they are different for different mills of the group for which a Firm ac ts as 
Managing Agents. 

(e) On insurance, why not, if the Managing Agents are special Agents for a Fire or 
Marine Office, as they have nothing extra to pay for premium in addition to what they 
would have to pay if they effected their insurance through outsiders. It had the advant¬ 
age of avoidance of mistakes in declarations, and the benefit of prompt and adequate 
settlements of claims. It is one of the duties of the Agents to insure properly, hut that is 
no reason why they should forego their commission or emoluments of the Insurance branch 
activity of their business, and I also see no reason for them to give up their insurance com¬ 
mission to the Mills. Such emoluments have the effect with honest managing agents of 
the desire to manage the Mill business better lest they should lose all the emoluments. 

(f) On Mill stores, coal, etc .—I would prefer to buy my mill-store and coal from the 
separate Departments of my own Managing' Agents, as in buying from outsiders, petty 
dealers, contractors and the like, there is always the danger of getting not the identical 
quality of goods and of nearly same goods instead, less weight and of frauds and secret 
commission of engineers, etc. No secret commissions or reserved commissions on the part 
of managing agents should however be tolerated, and with good Auditors, share-holders’ 
interests could be protected. 

44. In India most industries have Managing agents, viz., coal, tea, jute, oil and flour 
mills, etc., and I do not consider the system detrimental, dishonesty apart. 

Section V—Mill Finance 

47. I do not think that a Month’s Bonus given as a Bonus and not as a part of wages 
or in cases where extra prosperity warrants it, even two months’ wages to operatives and 
jobbers, etc., is unduly liberal. Bonuses, judiciously distributed, when merited, and 
certainly not as a matter of course, or as a demand, are an incentive to better work, and 
lead to greater efficiency. 

50. Investments in allied concerns without the special sanction of the share-holders 
of the lending Mills are undesirable. The Companies’ Act should be amended if there be 
no provision to prevent it. 

51. The Mills find it more difficult to obtain finance now than in pre-war times, on 
account of Bankers’ reluctance to lend on cloth which does not get converted into cash 
as readily as before the War. Difficulty in getting finance and heavy interest have 
increased proportionately the cost of productions, and this is one of the reasons why 
some Mills pay a greater dividend than others. 


Section VI—General 

53. I would not make any investments in a Mill with less than 1,000/1,300 looms, 
and 45,000.50,000 spindles to ensure efficient and economical working. 

54. Yes, mostly in Bombay. 

57. In my opinion, even compared with Japan, and to a greater extent compared with 
Manchester, and to a still greater extent, compared with the United States, our Labour is 
inefficient, and also unreliable as regards dependability of working without constant 
supervision, 

58. Bombay Mills are at a slight advantage only as regards export business, but 
they are at a greater disadvantage on account of having to pay Railway freight on Raw 
Cotton and on manufactured goods, which is larger than the freight upcountry Mills may 
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have to pay on stores consumed. Upeountry Mills have a greater advantage in proxi¬ 
mity to both the Raw Material and markets for consumption near at hand. 

Labour 

69. As one of the Public, I have naturally great sympathy for our Labour, and I 
concede that being free men they have the right to sell their labour at the highest price 
they can get, compatible with the reasonable standard of the earnings of a hand-loom 
weaver, and a little more for city life. There was therefore ample justification for them 
.to claim dear-food allowance or Bhatta, and for the Mill-owners to grant the same, over 
and above the pre-war basis of standard wages of 1913-14. This is admitted to be 100 
per cent, on 1913-14 standard. Mill labour wages should not be reduced whether there 
is profit or loss, as Labour is concerned with the manufacturing part of the industry 
only, and the rise and fall of the market or any other items that tend to create a loss in 
the Mill industry is the concern of its owners the share-holders. A bonus is therefore 
a voluntary gift on the part of share-holders, and the dispute has been settled for all 
times. I also concede that on account of our labour being illiterate. Labour leaders of 
the right sort ought to be welcomed as necessary middle-men provided they do not serve 
any political or other purpose, but genuinely look after the labourers’ interests for labour’s 
own betterment and of the industry as a whole, and provided that they do not serve any 
selfish interest of their own, and provided also that they can guide and control the opera¬ 
tives. If they are unable to control them, or arc afraid to give them Bound advise for 
fear of losing their leadership, they are in that case, mere meddlers, and in the interests 
of the labour they profess to guide and in the interests of the Industry as a whole, they 
ought not to be tolerated, and Government in framing Trade-Union Acts or other indus¬ 
trial legislation must bear this fact in mind. Testing them on their work during the 
last strike I blame the Labour Leaders, for not only negleoting their legitimate duty 
of giving correct advise not to strike, but that they by their act of omission, aotually 
encouraged them to strike by insis ing on their wages (rather the Bhatta allowance) 
not being reduced, although the Mills were working at a loss, and had the urgent necessity 
to reduce cost of production to hold their own against Japanese competition which 
was most severe in August-September 1925. The wages then in force were 100 units fgr 
standard wage and a 100 units Bhatta allowance or a consolidated or combined payment 
of 200 units. Then the index of cost of living was 62, so that the Mill-owners were justified 
or would have been justified if they had reduced the Bhatta allowance to the level of the 
fall of cost of living to the index level, viz., by 48 units from Bhatta or by 24 units from 
the combined wages of 200 units, but they actually offered to reduoe it by only half of 
what they were entitled to under the necessitous circumstances, viz., by only 11| per 
cent, instead of 24 per cent. If the reduction was not justifiable at that time, it is difficult 
to imagine other or greater necessity for > uch reduction. The I abour Leaders however 
failed in their duty with the result that the Mills had to he closed, and the Labourers 
lost very heavily in wages for want of courage on the part of their Leaders to do the right 
thing by them, for the success of the Industry in future I trust the leaders will avoid 
such communist taoties of strikes and yet more strikes. The Mill-owners’ remark in 
paragraph 64 is therefore quite justified. The 1913-14 unit was lOOor 111-5 as compared 
with 1910, and the present wage unit is about 200 of 1913-14 level or an average of 228'6 
on the 1910 basis or standard. The manufacturing oharge is double of 1913-14 level 
roughly, and it is roughly about 33 per cent, of manufacturing cost of a plain grey cloth 
according to the table on page 27 of the Mill-owners’ statement. 

65. Bonuses granted have not led to the present depression. 

70. It affects the export trade as it means a comparatively lower price. 


Overhead charges 


85. From the point of view of an Investor, I would blame the Mill-owners if they as 
our executive agents, were not covering insurance for the cost of blook, stock of cotton 
and cloth and yarn at sale-prices to include profits on contracted goods manufactured 
and held for delivery or for unsold goods at current market-price. I understand the same 
is done with jute mills. 

86 . Depreciation should be a charge on profits and well conducted Mills provide 
accordingly. 


Sales 


89. The majority of Mills in Bombay have given a monopoly of sale for the whole 
of India to “ Selling Agents ” on commission and these men guarantee the Buyers taking 
delivery. I am an admirer of the Manchester system, which gives monopolies of sale 
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to nobody, and it has served the Mills’ interests very well to sell through Shipping Houses 
who have their own profit as an interest to increase sales. The Bombay Mill-owners 
favour this system, but some Ahmedabad Mill-owners send goods to Calcutta Agents 
on consignment, and have no sole Agents for all India. Some Mill-owners have their 
own selling-shops and attend to the selling portion of their business themselves depart- 
mentally, which approaches the Manchester system, and I prefer it, a3 there is every 
probability of Selling-Agents being not able to reach all con turning oentres, and I am 
of opinion that there should be independent Special Selling AgentB for important distri¬ 
buting and consuming centres like Amritsar, Delhi, Cawnpore, Madras. Calcutta being 
a very important and big market, the Mill should have its own Offices under a capable 
and responsible officer with power to act promptly and give him discretion to effect sales 
in urgent cases. As regards exports, they are not a patch on Manchester, and perhaps 
on the score of economising in running expenses, Mill Agents have not maintained Agents 
or Special Representatives (not local merohant) in important Export Markets. They 
have been handicapped by labour inefficiency to a certain extent as regards a fixed 
standard of quality, and opinions will differ on the ground that Manchester’s system of 
sale is not possible for them. I think, that it would pay our Mills in the long run to create, 
develope and maintain certain outside Markets, notwithstanding the handicaps they 
have as compared with German, Italian, Japanese and American Governments who go 
a great way to help their industries. This is a failing of the British Government and the 
Indian Government is no less to blame for not only not encouraging, but also for not 
helping, Indian industries at all. 

It has also been stated that the Mill-owners and their Selling Agents are easy¬ 
going in matters of export, and that they throw their customers in foreign markets 
overboard when the home demand is brisk and easy to fill. Manchester, on the contrary, 
will do its best to accommodate foreign buyers to retain their trade. The foreign traders 
appreciate this reliability 6n the part of Manchester so much that they often maintain 
their own established qualities in their respective markets on a rising market at little 
or no profit, and I have also done the same. It is safer for the Mill-owners not to depend 
so muoh on the Indian Market, and to tenaciously oater for and hold outside markets 
even at a small loss even though the looal markets be ever so strong, but they rightly 
oomplain that the Indian Government gives them neither help nor encouragement, whioh 
is so unlike the policies of all other Governments that it is difficult for all moderates 
like me to refute the oft-repeated remarks of Swarajists that the Indian Government is 
solicitous of all other interests but those of Indians, and indeed the Currency Commission’s 
Report is a case in point. The industries will also suffer but Manchester will suffer no 
less. They have no chance now of increasing t heir sales in this Country, which are already 
at a low level. The Government of India is no doubt very muoh to blame for their 
neglect in the past, and I hope they will in future make up lor lost time. Indeed this 
neglect was brought home to me very forcibly when the Bureau of Foreign and Doraestio 
Trade in New York, placed in my hands a Handbook, compiled by one of those textile 
experts whom they send out to foreign countries to study the openings for American 
trade, which treated in an exhaustive and comprehensive manner of the Piecegoods trade 
of India, with special reference to Manchester Pieoegoods. Not only that, but they also 
had on record and for inspection of American Textile Manufacturers, a complete range 
of samples of cloths referred to in the Handbook, and copies of Standard and other Indent 
or Contract Forms of Karachi, Bombay Native Piecegoods Association’s, Caloutta’6 
and other forms for Piecegoods and Sundry goods. When will our Government wake 
up to their duty in this matter ? Out Agriculturist economic condition is said to be very 
bad and as it is every Government’s primary funotion to see that its subjects are 
provided with employment or to give them doles, every well-conducted industry 
employing large number of men is a help to Government to take some load off its shoulders 
to find employment. Help from Government to industries to develope home and 
Foreign trade is a gain to the population and thus relieves Government of part of its 
burden. 

90. So far as I know there is no long oredit system prevalent. The 3 months 
godown due system adopted in Caloutta in respect of Manchester and Continental Piece- 
goods, etc., is not desirable and is complicated, and I think the present 30 days’ credit is 
enough. 

Section VII—Suggested Remedies 

91. There was no duty on Machinery in 1808 when duty was imposed, and I think 
it is very desirable that duty on Machinery and Mill stores should be abolished. 

97. Company Super-tax being a tax on enterprise should be abolished especially 
as it is a sort of double tax on the industry as share-holders already pay income-tax on 
their profits. 
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98. No industry should be taxed for looal bodies, except for water and halalkore, 
and town-duty and all other municipal, eto., taxes should be done away with. 

99. Railway freights on all piecegoods, being a necessity of life, much moro than iron 
and steel, should at least have a what is called in Railway Tariff “ special class ” rate. 
Port to Port rates should also be specially low rates. In fact we hath such rates 25 
years ago. 

102. I have travelled to Japan and tho United States and I think there is a great 
necessity for such Trade Commissioners, and it cannot be too strongly recommended. 
Weshouldhavesuch Commissioners in tho British Colonies ahoto promote inter-imperial 
trade. 

103. It is only fair that all our Industries should be enabled to compete with other 
countries in foreign markets on at least equal terms, and certainly not on disadvantageous 
terms as is the case now if the exchange is 12| per cent, against us and shipping disabilities 
for freight, etc., and I advocate strongly tho Mill-owners’ proposal that our Mail subsidised 
steamers should give facilities for equally competitive freights for our export markets. 

104. Yes, I am in favour of 13 per cent, against Japan on account of the unfair advan¬ 
tages that country has over us at present, but not always. This should not be on all 
imports except in the case of those countries which also have unfair advantages of 
depreciated oxohange or any other unusual and unfair advantages which would make 
their competition in the Indian Market unfair to local industries supplying similar goods, 
(c) It should be on all yarns and cloths upto counts 40s and below. 

105. Yes, suoh a duty should be levied temporarily and till such time as those 
disadvantages against our local industries continue. 

106. In my opinion, it will affect only those cloths and counts of yarn against which 
such special duties are imposed and not on all cloths and counts of yarn. Though lower 
competitive prices have the tendency to lower the prices of other cloths in sympathy, 
on account of loss of confidence for the risks of forward business incidental to this 
trade, the raising of prices of a few items of cloths, etc., has not correspondingly the 
effect of raising the prices of all kinds of cloth or yarn, at least not to any extent worth 
consideration, and it is infinitesimal. I have not noticed it in my dealings. 

Effect on cost of living by the proposed safeguarding duty.—It is indeed surprising how 
even clever poople do not realise the difference between a “ Safeguarding ” or “ Counter¬ 
vailing ” duty and (what is understood usually in the popularsense or as it is understood 
in Japan, Germany, Italy and the United States) “ Protection ” or a protective duty. 
A safeguarding duty removes an unfair burden from a home industry without in tho least 
increasing the cost of living, whoreas a “ Protection ” in its commercial, political and 
ordinary senso means a duty imposed for the deliberate purpose of shutting out from 
equal competition with a local industry all foreign manufactures. The Mill-owners 
have distinctly said that they do not want “ Protection ” which Japan itself practises 
and shuts out all foreign goods that compete with its home trades but they only want 
just that amount of safeguarding ” duty that would offset, counteract or nullify as 
far as practicable the present unfair advantage which Japan in particular has in our 
home market against our home industry, and they have every right to claim, to be so “ safe¬ 
guarded ”. I go further and say it should be the Government’s duty to safeguard them 
unasked and not only that but that it must be Government’s duty to have a “ Safe¬ 
guarding of Industries Act ” on our statute book for immediate use and not after con¬ 
siderable damage is done. Now as to the fallacy. The “ Countervailing Duty ” 
that the Mill-owners claim is not a “ protection” in any sense whatsoever and therefore 
it oannot and does not increase the selling price to the consumer higher than the 
normal price he would have to pay had Japan none of the unfair advantages she now 
has. The countervailing dutywillput Japan on the same level as our mills are in regard 
to producing the cloths and yarns in normal times at normal costs, and to selling them 
at normal prices. This countervailing duty does not put our mills to any advantage 
as against Japan, but would place them both on an equality of competition, 
and the consumer will have to pay no higher price than normal. Besides, the 
consumer does not want to fill his requirements at a price, which is less than the 
mills’ production costs, nor at a price which would give the mills no profit. Neither 
is it the duty of Government to see that the consumers get their cloths at such abnormally 
low or at losing prioes. It is an adventitious ciroumstance that puts Japan at. such 
unfair advantage against our mills, and that can hardly be any reason for anybody, 
much less for Government, to let matters slide till our mills’ losses due to such unfair 
competition ruin the industry. Besides, ciroumstanccs have shown that the imports 
that so disastrously eompeto with the manufactures of our mills are only about 10 or 
11 per oont. though they aro sufficient in quantity to bring about a deterioration in Bazar 
prices and to cause disorganisation in the cloth market (both Indian and Manchester), 
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and the same are only a tenth part of the comaumption, and as such they cannot increase 
the cost of living. If there be any very infinitesimal increase, it is one that can bo safely 
ignorod when the life of our mill-industry is at stake and when by its closure about 
6 million of the population would directly or indirectly suffer. Another consideration 
for us to regard is that healthy competition on fair and equal terms is healthy for any 
trade, and nobody expects Government to do more than bring about that consummation. 
Again, it is not a good policy to let a well-established industry be prejudiced or ruined 
for any temporary advantage which our consumers, may get only on 10 per cent, of their 
requirements in cloths and yams as against the remaining 90 per cent, from regular 
sources of supply. If no action is taken, it would be from point of view of economics 
a very bad policy. The United States had to enact anti-trust laws to prevent manufac¬ 
turers and others adopting the tactics of selling certain goods at or below production 
costs by powerful trusts till all competition is killed and then prices are raised at the 
uncontrolled will of the Trusts, since all competition has been previously got out of the 
way. 

107. Even with the increased Countervailing duty, there would be no displacement 
of Japan or others from our Market; and there would be no violent offect on the market 
at all but things would go on as normal, and the sales may or may not increase to any 
noticeable extent because, in my opinion, Japanese unfair exchange is one of the causes 
of depression. 

108. Internal competition is desirable to keep prices to an economic level both locally 
and in the whole of India. If prices in Sholapur were too high, there would be rush of 
stocks from Bombay and vice versa. 

109. In the present circumstances, a safeguarding duty should be levied, if the prices, 
ruling at present, increase to come up to the normal or economical level. The present 
low pricos are abnormal. As a general rule, the question has to be considered on merits 
and circumstances ruling at the time. 

110. 1 do not agree with the view of the Millowners. The prices must rise, I mean, 
the intornal price, and yet consumption may not be checked. There are so many circum¬ 
stances operating, that a strong demand and a low stock to meet it often takes goods 
into consumption. 

111. The increase of duty in the present particular circumstances will rectify a wrong 
and will remove an abnormality, and the question of increase of prices does not arise, and 
the ooming to normality will oertainly be in the best interests of the Mills and in the long 
run of the consumers also, as the interests of the consumer lie in healthy competition 
being maintained. In paragraph 121 of Millowners’ representation, the conclusion 
drawn is on a different point and I agree with that conclusion, which brings out a fact, 
which is unfortunately overlooked, that when economics or the laws of supply and 
demand are allowed to take their natural course, there is a tendency to increase trade in 
cloth in an agricultural country. The population of India keeps increasing, and therefore 
there should also be a corresponding increase in consumption. There is too much loose 
talk of “ world conditions ” which cannot affect the consumption capacity of Indian 
people for cloth, and there were five good monsoons successively, which have invariably 
led to increased cloth consumption, and the Millowners’ figures show that (a) there has 
been no over-production by our Mills and (6) that there has been no increased con¬ 
sumption as could ordinarily and naturally be expected, and as “ world conditions ” 
have not markedly decreased our exports, which bring wealth to us in gold, detrimen¬ 
tal causes have been operating from 1919 to 1925 so that the consumption of cloth has 
actually decreased instead of increasing. High taxation and consequential high cost of 
living without a corresponding increase in the income of 300 million of our agriculturists 
are the causes. 

112. It is quite possible that if the duty yarn and cloth that enter India from Japan 
due to unfair advantages were increased their goods might be placed at competitive rates 
against India to the same or to a smaller extent in foreign markets, but that is no reason 
for not preventing Japan from doing mischief in India. The Is. Gd. exchange already 
gives all othor manufacturers a Bounty of 12$ per cent, and the handicap may be 
increased and the Millowners will have to do the best they can even with the handicaps. 

113. I do not think the hand-loom industry competes with our Mills to any appreciable 
extent. It has a sphere of its own, inasmuch as it turns out either superior cloth or far 
too low a quality with Indian yarn, and they will get coarser yarn than.hitherto, and as I 
do not propose to levy additional duty on Japanese yarn above 40s there would be no 
trouble. Till our Mills are capable of supplying 40s of even quality of yam or higher 
oounts and place same at competitive prices with imported yarn, and as I think there is 
an apparent tendency for Mills to use themselves their higher count yarn of 40s and over, 
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I think the safeguarding duty should apply to yarn of oounts 40s and under and to cloths 
made of only 40s and under, unless Millowners can show that cloths of higher counts 
also seriously enter into competition with their manufactures. 

114. /Scientific Tariff. —The Millowners should have explained what they mean, but 
my idea is that this countervailing or safeguarding duty should be kept separate from 
the Import Customs Duty, and must be separately shown on Bills of Entry. To prevent 
trouble, I think to oollect it effectively and without much trouble to Customs and importer 
the Millowners ought to submit a monthly statement to the Collector of Customs through 
the Millowners’ Association, showing the average production costs of cloths similar to 
those imported on which the extra duty is to be levied. This average shall be the Tariff 
valuation on whioh the extra duty may be reckoned at the rate to be fixed. Or another 
simpler method would bo to charge a rate per lb. of the various cloths, the duty varying 
per lb. on different cloths. 

116. I think that in addition to the proposed 13peroent. an addition of 12 per cent, both 
for depreciation and for the difference in efficiency of operatives or labour during the double 
shift would answer the purpose. It is essential that the extra duty to be levied should 
not be on a mere hypothetical and mathematical calculation, as the principle to be 
always borno in mind is to have an effective neutralisation of the unfair advantages 
enjoyod by the Japanese mills. The millowners’ table at page 17, paragraph 67, may be 
mathematically aocurate, but I think it gives only a fair idea of the advantage, but as 
to whether it is the correct method of judging what actual advantage the double shift, 
etc., and any private preferences or subsidies they may be getting are or not I cannot 
say. The fact remains that the effective rate of duty should be about 26 per cent, ad 
valorem or at a rate per lb. or a rate of 26 per cent, on a Tariff valuation for the 
different articles. Constant meetings of the Tariff Board will cause delay and expense 
and inconvenience. 

(b) Other suggestions 

116. The agriculturist’s interest is paramount, and any measure that is likely to affeot 
his income from the sale of his produce to his detriment and reduce his purchasing power 
is undesirable. If the duty falls on the Foreign buyer only, it would perhaps be desirable 
to levy a very small duty say from 2 J to 5 por cent. It would then be neoessary to enact 
at the samo time if feasible that all export contracts should be made at a price exclusive 
of duty, otherwise our Millownors may have to pay a price at whioh export is made. 
Howover I am not in favour of it, except as a last resort. 

117. Cotton Export Merchants should be in a position to guide us in this matter of 
amount of duty. 

118. I believe, American Banks give loans up to 80 to 90 per cent, on goods manu¬ 
factured against firm orders at current rateB of interests, and for goods manufactured on 
own account by mills, a 75 per cent, margin would be a fair security in addition to the 
personal guarantee of the Managing Agents. The rate we merchants pay on Manchester 
goods is the London discount rate, and I think it should be the Imperial Bank’s current 
rate which should not exceed 5 per cent. It can be managed as an incentive to sound 
industries. 

119. For those that are not acquainted with the internal working of mills, it is difficult 
to make suggestions, but we find in business with Manchester that different mills specialise 
on certain cheap qualities of greys and dhooties, which they are always able to place at 
competitive prices, and in addition perhaps specialisation may be the means of defectless 
cloths. We find in finishes also certain firms do better than others. Whether there is 
room for standardisation or specialisation here is the theme of experts. 

120. Some mills are aleady doing 60s warps and 80s wefts, and there is already a 
good market for well-finished fine dhooties, etc., in Caloutta and in this one line alone 
there is a very great field in Calcutta. 

122, Bombay mills do study Calcutta market, but I think they would enjoy greater 
benefit if they had an expert textile and businessman of the mill’s own office permanently 
settled there. 

123. Greater attention should be paid to the suggestions in this question. 

126. I consider that our mills should improve on the present selling system. Too 
much attention seems to be paid to having a selling agent who is financially sound for 
guaranteeing purposes, but a regular selling force would be better and guarantee 
separate. It is said that too much work is thrown on one or two executives where a 
group of mills are concerned, and economy is the oause of efficient export canvassing 
not being done like it is in Japan and Manchester. Otherwise our mills are the pride of 
Bombay and I agree with the Millowners that the industry has been treated as a 
Cinderella. 
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Government of India has a responsibility for seeing this industry through all political 
troubles, and along with other businessmen in India, I think considerations of the breaking 
of the Japanese Convention of 1905 should not weigh too much with them, as the Conven¬ 
tion cannot tolerate unfair competition, and it is not good policy to tolerate injustice 
being done to the industry on account of a possible retaliation by Japan in her purchases 
of Indian commodities, which she will only buy from India whilst it suits her, and Govern¬ 
ment must realise that where her own industries are concerned she would not tolerate 
for a day the same treatment from us, nor will fihe allow any of her protected industries 
to be placed under similar unfair competition from our side. A Convention to be fair 
must be honourable on both sides and Indian businessmen rightly Tesent any Conven¬ 
tion being entered into which would plaoe India under disadvantages with any other 
country, and no political reasons could justify the continuance of such one-sided treaties 
or interpretation thereof. The 1905 Convention with Japan must naturally presume 
that no unfair competition of the kind wo meet with from her was ever dreamt of. 

128. A safeguarding of Industries Act should be on our statute-book so that Govern¬ 
ment may have the machinery ready for action in cases of emergency or urgency. 

A spirit of co-operation and ready help quickly given by Government are very 
desirable. 
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Annexure A 

I have received a Schedule referring to Question 114-A as a scheme proposed to 
you for levying import Customs duty under Article No. 103 “ Cotton Piecegoods 
The idea of a tariff valuation is a good one so far as it relates to grey goods of low 
counts, 44s and under, forming a very large part of the grey goods imported into 
India, based on a price per lb. Importers will, as hitherto, declaring the width and 
length and net weight per piece, be able to correctly declare their goods under the 
proper heading of tariff classification, for the purpose of checking by appraisers and 
for levying correct duty. For a tariff valuation, to bo workable, must approach 
as near current wholesale market value as possible otherwise it may be arbitrary 
and either entail a loss to importers if based on too high a figure, 

or cause great loss to government in duty if based on too low a figure. 

Then again, for a tariff valuation to be fair both to Government and importers, it 
must have different classes of goods of different values shown separately in the 
schedule and must not be grouped together as in the proposed schedule, viz. :— 

“ White plain shirtings, mulls, jaconets, madapollams, from the United 
Kingdom valued at a general valuation of 5 annas per square yard.” 

The values of all these articles per square yard are bound to be different, and 
in " mulls ” alone there are variations from Its. 7 to Rs. 40 per piece of 20 yards 
according to quality, finish, make-up, etc., and in my opinion a good idea is 
spoilt and made unworkable by the indiscriminate grouping together of goods 
with widely differing pricos. Even for Indian mill-goods there were 48 different 
classifications found necessary for purposes of the excise duty. For grey goods 
and ordinary bleached goods (as distinguished from highly-finished mulls, shirt¬ 
ings, muslins, spots, etc.), a detailed and separate tariff valuation as necessitated 
by different grades or qualities of cloths (grey) of countB 44 b and under is essential 
to be easily workable by appraisers without frequent wrangling with importers. 
For highly-finished mulls, shirtings, drills, jeans and twills, in my opinion, an 

ad valorem ” valuation or the “ real or market value ” a3 defined by the Sea 
Customs Act, Section 30, seems to be working very satisfactorily at present, and 
I do not think importers of Manchester goods, our Chambers of Commerce, and 
oven the Customs Department will favour a change. For fine goods, Egyptian 
cotton is used, and there are cheap and very high-priced grades for prints, and 
I think it will be most difficult to compile a correct list of imported cloths even 
if it runs into 200 items, to bring the same into an absolutely fair tariff valuation 
for purposes of levying duty, and even after putting importers. Customs and 
others to great trouble, Government cannot be sure that the correct amount of 
duty is charged. 

A tariff valuation can only be worked without hardship to importers and without 
unnecessary and avoidable trouble to appraisers, and without loss of revenue to 
Government on coarse counts of 44s greys unbleached or on ordinary bleached 
goodB, ascertained by weight. 

For all other fine goods made of American cotton or of Egyptian cotton of double 
value, by far the easiest, and simplest method seems to me to continue with 
the present ” market value " appraisement. It haR a very wholesome check on 
importers against under-valuations as tho Customs have the right to take up the 
goods, at the declared value as stated on the Bill of Entry by importers, for 
the use of Government should the appraisers think that it is very considerably 
under-valued. It is also a safeguard to the importers inasmuch as he can compel 
the Government to accept his market-value figure or take over the goods, in the 
event of his feeling aggrieved at the arbitrariness of a too-offieious appraiser, which 
is not uncommon in certain cases. 

It has been in existence for 30 years and although it is a constant source 
of trouble between the Customs and importers over “ market value ” ideas, and 
though even the Calcutta Chamber of Commerce thinks that a “ tariff valuation " 
is the only reasonable solution, I think it is not possible to frame a tariff valua¬ 
tion for the constantly changing varieties of Manchester and Continental cotton 
goods, to be acceptable to importers and at the same time to guard the interests 
of Government revenue, and to be workable with as little trouble and friction 
as the present “ real or market value ” system in operation does. 

In order to serve all interests fairly and without imposing too much work on 
the Customs, T propose (A) a tariff valuation in detail of each class of grey goods 
by weight at an increased rate Bay of 11 per cent, plus any safeguarding duty 
Government.may decide to impose against countries competing against onr industry 
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with unfair advantages of exchange or subsidies, etc., (B) a separate tariff valua¬ 
tion for grey goods of count above 44s to 60s or 70 b or 80s, which it may be 
necessary to protect, and (C) an ad valorem duty on all other cotton manufactures 
as hitherto. 

Consignment goods .—One way of avoiding duty and heavy taxes adopted in 
other countries which have a very heavy protective import duty is to send goods 
from the manufacturing country for “ consignment sale ” declaring same “ at 
cost ” or a low figure and to charge the manufacturers with a low duty, and the 
importer is instructed to sell at a figure which is very keenly competitive and may 
offset all our efforts to safeguard our industry. It is not always possible for 
appraisers to detect such tactics or manoeuvres in new styles or in highly-finished 
goods. J 
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Annexure B 

Ab repreaentatiye of an important firm of Ooleutta in New York, I made ubb of the 
pnblio warehouses there for about 2$ years, and I think they are a public convenience. 
They are licensed by Government under certain regulations which govern the receipt, 
storage, oare and delivery of merchandise, which are held by the warehouse companies 
as bailees. They are owned mostly by private companies duly incorporated and obtain 
licenses from Government under certain safeguards. All imported goods from India by 
the regular liners are discharged at Brooklyn, where the docks are known as “ Bush's 
Terminal,” which is connected with interior railways. Bush’s have public warehouses 
there specially set apart for tea, and others for general merchandise. Goods on which 
no duty has been paid or those on which duty has been paid can be warehoused in these 
public warehouses which are all a kind of licensed or bonded warehouses. Even locally 
manufactured or any class of non-hazardnua goods can be warehoused or stored in them. 

Warrants or Receipts. —There are two kinds of warrants or receipts in proscribed forms, 
which contain full description in the usual form, viz., shipping marks or numbers, quantity 
and description of contents to correspond in case of imported goods as described in Customs 
bills of entry, which as a rule conform to the consular invoice and particulars for weight, 
value, etc. There is a oolumn specially set apart on the warrant for any special remarks 
the warehousing companies think necessary to make therein to protect themselves if 
the goods are in broken, damaged or repaired condition, in the same way as bills of 
lading do. The goods remain after doposit in the exclusive charge and control of the 
warehouse oompany deliverable to the order of the owners, whose names are registered 
in a special book enjoined by law to be kept by the companies, and every change of owner¬ 
ship by transfer of warrants or by delivery orders'has to be registered by the transferees. 

There are two kinds of warrants, viz., “ Personal ” and “ Imporsonal ” or “ Bearer " 
warrants. Owners of both warrants know that immediately on acquiring property, 
notioe of ownership has to be given to the warehousing companies on presentation of 
warrants so that proper entries may bo made in the ownership register. 

Convenience. —The convenience to the importers of this system of warehousing is very 
great, as our clearing agents can immediately on landing by the steamers have the goods 
stored on a warehousing pass, without going to the trouble or formalities of appraising 
or of bonding as is done in India. Clearance from Customs and payment of duty can 
be dono later at importer’s convenience, the American authorities keeping control over 
the goods through the warehouse-keepers till duty is paid or till tho goods are released 
hy a “ Release-Pass ” by the authorities. Thus warehousing is allowed beforo clearance 
I used to have my ohests of tea warehoused immediately on landing into Bush’s Warehouse, 
and the warehouse company drew samplos from bulk and sent it to the authority deputed 
to examine whether the tea or other edible stuff pass the test of being fit for human 
consumption being unadulterated or not ohemically coloured, and also in respect of other 
goods such as spices, etc., being under 3 per cent, refraction as required by American law. 
After the goods are released by a release permit under the Food and Drugs Act or under 
the Customs Act on payment of import duty, the warehouse company informs the owner 
that they hold the goods at his order for delivery. The banks feel safe for advances on 
goods against either clas3 of warrants by transfer, but for bank transfers “ bearer ” 
warrants are preferred, as ea3y to manipulate. 

Fees. —Warehousing charges are very reasonable and in some eases compare favourably 
with those at Bombay Port Trust warehouses, and with those of the Calcutta “ Bengal 
Bonded Warehouse.” 

Insurance. —Bush’s, and other warehouses in the city, close to the tea and coffee 
exchanges are up-to-date, and fitted with sprinklers and other fire-appliances, have a 
tower rate for insurance. 

Samplinj .—This is done by the warehouse company and the banks make advanoes 
on having these samples sent direct to them valued by their own valuers, and tho goods 
are absolutely under the oontrol and disposal of the banks or owners as the case may be, 
and whole or part delivery of a package from a big shipment is also allowed. 

Delivery. —No delivery is made except upon a proper printed delivery order signed by 
duly constituted offioer of the bank or the firm owning the goods. 
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Witness No. 64 
Mr. A. H. MANEK 


Oral Evidence recorded at Bombay on the 27th September 1926 

President .—We should first like to know what special experience you have of the ootton 
textile industry Mr. Manek ? 

A. Sir, l am not coming here to give evidence as an expert in oottons hut only from 
the point of view of an investor and I might make some remarks as regards the experience 
that I may have in the Manchester piecegoods business. 

Q. We should like to know the extent of your experience in regard to Manchester goods, 

A. I have twenty years experience, but I do not come here on behalf of Manchester 
people. 

Q. I am quite aware of that, but we would like to know exactly how you have been 
connected with the trade in Manchester goods. In what capacity has your experience 
been gained ? To put it another way, what are you by trade or profession ? 

A. A textile man, a piecegoods sale master or Manager of Manchester Piece-goods 
Department mostly handling Manchester goods. 

Q. If that is your qualification, it is a very valuable qualification as far as we are 
concerned. 

A. I do not speak as such. 

Q. You must speak as such. The experience that you have gained in that capacity 
must cover your other experience, as an investor. 

A. But T wish you to know. Sir, that I am speaking only as an investor, from the point 
of view of an investor. If in the course of my evidence you aBk me as to how 1 have 
based my answers I will tell you what experience has dictated to me. 

Q. Is your connection with the Manchester pieoegoods trade with a firm here ? 

A. I have had experience in Karaohi, but mostly in Calcutta. For fifteen years I was 
in Caloutta. 

Q. Exactly in what capacity ? Were you running a firm there ? 

A. I was in oharge of the Manchester department of a big continental firm. I would 
rather not mention the name. That does not affect. 

Q. It must affeot your evidence. 

A. Would you not let me speak as an investor ? 

Q. I do not oonsider that your evidence as an investor is of any special value. It is 
of no more value than that of any other member of the general public. There are a large 
number of them who can give evidenoe in that oapaoity. What I want to know is whether 
you are or have been in a position, whether your connection with the trade has been such 
that you arc in a position to give us valuable evidence from your own personal experience ? 

A. I would say in reply to this that it would not be fair for me to give evidence on 
behalf of Manchester because there are so many better qualified men. 

Q. That is not the point. You are not giving evidence on behalf of Manchester. You 
aro giving evidenoe as one connected with the trade and therefore qualified to speak about 
it. You are not giving evidence on behalf of anybody. 

A. Then I do not mind giving the views that are dictated by such experience. 

Q. Quite so. If you do not wish to mention the names of the firm you can give it to 
me, not for publication. It is not idle curiosity, but if I knew the name of the firm I 
should be in a better position to gauge its importance. (The witness handed over the 
name to the President.) 

A. Before we oommence let me make a short statement to correct a misapprehension 
that seems to me to prevail with regard to this question of the cotton industry. I have 
read it in a very old financial paper in Calcutta, and they seem to think that the cotton 
industry as it is oarried on in Bombay is owned by a few wealthy people. That in my 
opinion is likely to prejudice investors like me. I would therefore say that the cotton 
mills as they are in Bombay are really not owned by a few wealthy industrialists but 
mostly by people who have purohased shares, small shares, and I read in a paper a few 
pionths ago that the percentage of small investors was something like 70. 

Q. You mean the percentage as regards numbers or as regards holdings ? 

A. Numbers as well as regards holdings. 




Q. It cannot be the same. Is it 70 per cent, of the number of shareholders ? 

A. 70 per oent. of the shareholders, but I oannot vouoh for it, but 1 believe it is very 
near that. 

Jlfr. Subba Rao. —Where was this statement given ? 

A. This statement about 70 per oent. was made in the Indian Daily Mail. 

Q. If you will trace the referenoe wo shall be glad to have it. 

President. —You have stated your views in such great detail that there are not so many 
questions that need elucidation, but I take it when you arc speaking about the Govern¬ 
ment of India’s currency and exchange policy, there again you are speaking as an investor, 
as a member of the general public and that you do not consider that you are a special 
authority on currency and exchange. 

A. I gained my practical experience also as an investor. 

Q. You have no special connection with currency and exohange beyond that of an 
individual member of the general public f 

A. I have as a business man. 

Q. I should have said the general run of business men ? 

A. Yes. 

Q. In reply to Question 2, you do not think that world factors could have much or 
anything at all to do with the depression, as at present the Indian mills are doing a much 
larger local trade than a foreign one and that besides world factors cannot affect Indian 
mills alone. Are world factors bringing about a depression in the Lancashire industry t 
Is there not depression there too ? 

A. There is. I said ‘‘ Indian mills alone ” as compared with other industries in India. 

Q. There are only two other industries in India which can compare with the textile 
industry in point of size. One of thorn is tho coal industry. It has also been undergoing 
a period of depression, and the other is the j ute industry. 

A. I bog to differ from you so far as the coal industry is concerned, but you are 
perfectly right as regards jute. 

Q. I can only speak from my own experience as you can. But, I happen to have been 
President of a Committee which was appointed to enquire into tho depression in the coal 
industry. Don’t you agree that there is a depression in the coal industry ? 

A. But can I not differ from you in'this point, that the difference between the coal 
industry and the cotton industry is that in the coal industry there is not much 
manufacturing ? It has to be won from the ground and in that point there is a material 
difference. Besides, the coal industry cannot bo compared in my opinion with the cotton 
industry inasmuch as thero is not such competition in India in recard to that. There 
may be competition in kind, between African coal or other coal but so far as internal 
consumption is concerned coal is practically a monopoly in India. 

Q. My point was thero is a depression in the coal industry ? 

A. There may be. But I mean to say that the depression in the jute industry or the 
depression in the tea industry cannot he compared to the depression in the cotton industry. 
They are more or less monopolies and they are not affected to this extent as the cotton 
industry. 

Q. I did not say that they were in the same position. I agree with you that they are 
not. My point was that there is only one other industry in India in which conditions 
can be said to bn in any way similar to those of the cotton industry, and that is the coal 
industry ; and there is depression there also V 

A. I would compare tho jute industry more with cotton than coal, I mean to say 
there are difficult points aR regards manufacture and as regards sales. So far as coal is 
concerned, if you let me differ from your view there is not so much difficulty in winning 
it from the ground and therefore to that extent the industry is not so complex as cotton. 

Q. I entirely agree with that view. That was not quite my point. However, we will 
pass on to Question 9. 

A. I should like to say more about Question 2. It seems to me that there is a 
considerable amount of loose talk about world factors. I do not know what people mean 
when they use these words in connection with a manufacturing industry like tho cotton 
mill industry. We will take the case of Europe. How can conditions in Europe affect 
the sale of cotton manufactures in India ? The only way to which world factors can 
affect Indian commerce, is in the matter of exports from India, because India is connected 
with the world so far as its production is being sold outside India. To that extent I 
consider that the world factors would affoct it, but as regards the internal life of the 
people, the prices of domestic and other necessities as exist in India could not lie really 



affected, or if affected at all, not to such an considerable extent as it is generally m&clh 
out. Therefore I think that world factors do affect Indian conditions only as regards the 
sale of exports and that also to this limited extent that the world people will be only 
paying the price that they consider our produce is worth. They won 4 pay a penny more 
or apenny less. Therefore world factors do not affect our produce except in the point 
of sale price in foreign markets. 

Q. In reply to Question 9 you say that you consider the ryot’s purchasing power il 
7$ annas as compared with 16 annas during the prewar period. How do you work that 

out ? 

A. That unfortunately seems to me to be the experience borne out by facts. Before 
the war we had the rupee and the gold exchange. When silver coinage was stopped, the 
value of the rupee was made to depend upon its relation to gold and therefore the rupee 
ha'd in my opinion 10 annas parity for internal purchase. If you take gold out of 
circulation as happened when the war broke out what was the natural result that one 
experienced ? A man like me who goes out to places like Amritsar, Delhi and other 
consuming centres, comes into contact with people one cannot fail to realise that the 
rupee does not buy the samo quantity of commodities in internal price as it used to do 
before the war. The people, the small traders of India like the com dealers and others 
value the rupee for its intrinsic worth and the silver contents of the rupee are only 
10 annas so that it makes a difference of about 35 per cent. 

Q. But you make the difference about 55 per cent. ? 

A. I am coming to that. 35 per cent, is in qurrenov alone and then with thiB Is. 6 d. 
exchange there is a difference of 12$ per cent. I will take the agriculturist as he is as 
much my customer as that of mills, though not to such a large extent. He gets 12$ 
per cent, less in the prico ho gets from Europe. For instance they supply Rs. 15 worth 
of produce but get only Rs. 13-5-0 or Rs. 13-G O. There iB a loss of 12$ per cent, there. 
That makes 47$ per cent. Then there is another difference. The internal prices have 
risen by the difference in the increase of import duties. That comes to an average of 
about 8J to 9 per cent. There is therefore 50 per cent, loss in tho purchasing power of 
the ryot. That appears to be so from a business point of view. At least it is the effect 
that our customers feel and that in my opinion has been the reason for the loss of Bales 
even of Manchester goods. I consider that the consumption Of Manchester goods has 
been reduced by about 50 per cent, and that loss of purchasing power to my mind accounts 
for the reduced sales. 

Q. I would prefer that Mr. Suhba Rao discussed that with you, but the only remark 
I would make at this moment is that, as far as I understand you, I think you have counted 
the operation of one (actor at least three times. 

A. The purchasing power of the customer ? In any oase my personal opinion is that 
his purchasing power is reduced to about 50 per cent. 

Mr. Subba Rao .—I shall just touch on a few points. I don’t think anybody doubts 
that the ryot’s purchasing power has gone down, but not for tho reasons that you have 
given us or to the extent you have mentioned. In the first place you state that $he 
value of the rupee is 7$ annas at 16 annas parity and you speak of the silver in the 
rupee being worth annas 10 and say it was not so before the war. 

A. I am talking of before the war. 

Q. Yes. But the rupee had the same silver content before the war. 

A. Before the war gold coins were current. 

Q. However that may be, the rupee was given a fictitious value in relation to gold T 
A. It had a token value even then. 

Q. Even now. 

A. That is my complaint, because it is a token value and it has not the purchasing 
capacity which it had before the war when gold was in currency. 

Q. Is not tho rupee now attached to gold by the same means as before the war? 

A, It is not at present. 

Q. It has now been given a higher gold value. 

A. You are referring to the Is. 6d. exchange ? 

Q. Yes. Therefore the rupee is given not a lower but a higher gold value. There¬ 
fore, its silver contents do not affect the matter in the least. 

A. If the exchange which is prevailing at present, that is, at Is. 6 d. were kept up, the 
relation it has to the purchasing power of the silver is internal so far as it relates to the 
goods which India consumes. 
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Q. In that case you must take the rupee as Buch. 

A. The rupee as such has the Bame value to the bania and others in that it gives yon 
commodities of the value of 10 annas and not a pie more. 

Q. But was not that true before August 1914 ? 

A. No ; it was not true, because gold was then in circulation. 

Q. Am I to understand that before 1914 you had gold in circulation to any large 
extent ? 

A. The mercantile community had the feeling that gold was there. They know 
that the value of the rupee was not nominal, was not the Bilver content, because it 
was readily exchanged and convertible into gold at the rate of Rs. 15. 

Q. It is a question of fact, whether you could before the war take Rs. 15 to anybody 
and demand a gold sovereign. 

A. 1 may tell you that up to 1912 it was so. You could go to the Post Office and 
tender. The only difference was that in Calcutta and Bombay shops you had to pay 
3 or 4 annas more. 

Q. Now can’t you get gold at much less than Rs. 15-4, that is, for Rs. 13-8 ? 

A. The value is Rs. 13-8, but can you get mo a thousand sovereigns f 

Q. I got a number of sovereigns in Mysore about three months back for about Rs. 13-8. 

A. I should like to go and live in Mysore. I may say this, that in places like Bombay, 
and Calcutta you cannot get 500 or 1,000 sovereigns for less than Rs. 13-8, i.e., at 
current rate of exchange Rs. 13-6-4 at Is. 6 d. 

Q. If anything, gold is available now at a muoh lower rupee price than before. 

President .—The real point is at what price do you buy gold now in the bazaar here 

A. At the present gold price. 

Q. What is the present price ? 

A. It is something like Rs. 21-6-0. 

Mr. Subba Eao .—It used to be Rs. 28 or bo in 1914. Therefore gold is now worth less 
in rupees and not more. 

A. We will come to that question later on. But what I mean to say is this ; What 
is the purchasing value of a rupeo internally in relation to commodities ? You will 
find that it is not more than As. 10, That is, the commodities that you get (in retail) 
for a rupee are nof the same that you were getting inl913-14, but about half in quantity. 

Q. But the index number is now 158 or 160. It gives you As. 10 and not 7$. 

Q. I may say the rupee is worth now about two-thirds of the purchasing power of 
the pre-war times. As. 10-8. 

A. I consider that it is much less than that. 

Q. Why ; how do you get the figure ? 

A. I have taken 35 per cent, reduction in the purchasing power. 

Q. That was stated onco before. My contention is that when you want to compare 
tho purchasing power of the rupee you should take the general rise of commodities. 
You take a certain period and then, lator on in the next period, compare one with the 
other. If you havo done that you find that for goods you could buy for 100 previously, 
you havo now to pay 158. Therefore the difference means a reduction in the purchasing 
power. 

A. Not for all commodities. 

Q. I quite agree. But when you speak of the index number, it indicates a general 
movement only. Generally speaking, it is now about two-thirds higher than the level of 
prices before. It was 100 and it is now 160. All the world over the prices have gone up 
and also in India. Therefore, the rupee certainly has gone down in its purchasing power 
but not to the extent that you have given or for the reasons you want to advance. Now 
tho rupee has gone down in purchasing power from As. 10 level to As. 10 level. 

A. My point is this j I judge of what happens in the market internally to-day. If 
I go into the bazaar, I find that the agriculturist’s income is reduced. I try to under¬ 
stand how is it that the man buys lesB cloth than he used to do before. 

Q. First of all, his income is reduced, you say ? Please explain that. 

A. Since the stoppage of gold. 

Q. Never mind the reasons. Give us the facts. You Bay the ryot is getting in money 
less than before for his produce 1 

A. He gets Rs. 13-6 instead of Rs. 15. He gets a sterling prioe. As a matter of 
fact all our produce outside India is sold in sterling. The buyer pays a sterling price. 



167 


Q. Are you thinking of the ryot as selling all his output on the foreign market or in 
the Indian market f 

A. Let us take the foreign market. Instead of getting Rs. 15 for bis twenty shillings 
he gets only Rs. 13-6. 

Q. First of all, what does he get in pounds or dollars for his produce ? 

A. He can only get the money here in rupees. It is not possible to get in any other 
denomination in India. 

Q. But for what prices in sterling or dollars are the Indian exports sold abroad ? 

A. All our produce is sold, so far as I know, in pounds sterling. 

Q, And do yon contend the prices at which Indian stuff are sold abroad have fallen 
since 1914 or risen or remained the same ? 

A. That depends upon the relative food value or the whole value of the produce. Take 
the case of food products. I am not prepared to argue as regards the point whether he 
gets a lower price or a higher price. But the fact remains that he is paid a price in sterl¬ 
ing. It may be that the price may be higher or lower according to foreign market price 
current. There may be other factors operating today. But he gets just that prioe which 
the market in Paris or Berlin or London can pay him, on the merits of his produce. 

Q. Are those prices now higher or lower than in August 1914 ? 

A. It is immaterial to my argument. 

Q. It is material to the contention that the ryot gets less for his produce. 

A. No, because whatever the price is, he takes the risk of the market, higher price or 
lower prioe. That being so, no other consideration should affect my argument so for as it 
relates to the payment of the prices that is due to him in India. If the price that he 
gets in sterling were to come here in sterling or its equivalent he will be all right. 

Q. Therefore suppose he were getting formerly £100, equal to Rs. 1,500 and if he gets 
the same £100 now and it is reduced to Rs. 1,333 he will be loser. But supposing it were 
shown to you that the sterling prioe has risen almost in proportion to the reduotion in 
rupees. 

A. I beg to disagree; that cannot happen. 

Q. I want you to compare the prices on the English market in 1914 for oertain staple 
articles and al«o the prices in the English market in 1926. I have got here prioes of a 
number of commodities in 1914 and now. You will find every one of them has gone up 
anywhere between 30 and 50 per cent, since the war and therefore for the Hame thing, 
whether rice or hemp or linseed or jute, the ryot gets now in sterling £130 or £140 or £150 
and so on and therefore whatever he gets now in rupees through the higher sterling 
rate is compensated for by his getting more sterling. If formerly he got £100 at Rs. 16 
a pound he now gets £133 at Rs. 13-8 and it comes to the same thing. 

A. Then your argument amounts to this; that whatever losses he suffers in exchange 
is made up for him by the higher prices and that the higher prices are due to lower 
exchange or unfavourable exchange. I beg to disagree with you on this point 

Q. The exchange rates cannot be very different from what they ought to be in relation 
to the price levels of the two countries and therefore where exchange has gone up to 1/6 
it is due to the fact that English prioes are high in relation to Indian prices. Unless 
it can be so sustained the rate cannot remain at 1 a. 6 d. If it is not so, it is bound to come 
down and at least for the last two years sterling prices have been distinctly higher than 
what they were before 1914. 

A. How are the prices affected ? You say it is since 1914 and exactly in the same 
proportion as the exchange has fallen and you attribute the rise in prices to the 
exchange question ? 

Q. I attribute the rise in exchange to the rise in prioes. 

A. Was it through the natural operation of tho law of economics, supply and demand f 

Q That we need not argue. The point is there cannot be any variation in exohange 
unless there is a corresponding variation in the level of prices in the countries 
concerned. 

A. Exchange can bo manipulated. Therefore, I beg to disagree with your argument 
in this matter. That is, whatever the price is can you controvert the faot that if I sell 
an article and I am paid £ 100 , I get the natural equivalent of £100 without any 
deductions. 

Q. That is the point; what is the natural equivalent ? 

A. I am comparing the period of 1913-14 with the present one. 

Q. Why do you call 1913-14 a natural period ? 

A. It was the pre-war period, and because gold was in circulation. 
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Q. Gold Was not ia circulation at any time except for a very short time in 1900 and 
except during tho war when they could not get silver in some places. 

A. Anyway the feeling was that at that timo the rupee was considerably more than 
it is today. 

Q. All of us know that by bitter experience. 

A. Now I come to this point. My contention is that a man was getting Rs. 15 to the 
pound before the war. You concede that point ? 

Q. Certainly. 

A. And at present he gets Rs. 13-8. Apart from whether he gets higher prices or 
not, the ryot today loses to the extent of 12$ per cent. That is he gets instead of Rs. 100 
Rs. 87$. Reckoning the income of an agriculturist at Rs. 100 now he gets Rs. 87$ or 12$ 
per cent, less and that also in debased rupees. I would like you to correct me. 

Q. But my point is since he is getting a higher sterling price, exohange by itself does 
not diminish the number of rupees. 

A. Tf ho gets a higher prioe that may be due to considerations oi relative prices. Where 
does he get a special benefit for the rise in exchange ? 

Q. I do not say that. The loss by exchange he incurs are compensated for by the 
higher prices for his food stuffs abroad. Therefore from that point of view he is not in 
any way handicapped. 

A. I would admit your point and the force of your argument if the ryot was getting a 
higher price in proportion to the fall in exchange and other countries were not getting 
the same high prices. 

Q-. How docs it concern us 7 

A. It concerns us in this way. Our customer is getting poorer. For if the price of tho 
Indian produce is not comparatively higher than the same produce from America or 
Argentine then our consumer, the ryot, gets less by 12$ per cent. If you can satisfy me 
on that point, then your argument of his getting higher prices on account of the fall in 
exchange, I submit, would be correct. 

Q. I have just stated that tho rDe in exchange is due to the rise in prices. 

A. But why not in the whole world and only in India ? 

President .—Do you argue that the seller of produce from South America is getting 
exactly the same for his goods in England as he was before the war ? 

A. I do not say that. But what I want to get at. is this, that he is also getting higher 
sterling prices, like other produce shippers of the world. If he is getting a higher price, 
he gets less in rupees. Our producer gets a higher sterling price, because produce generally - 
tho world over has appreciated about 40 per cent, in value since the war. 

Q. How can he ? 

A. Ho may be getting more sterling. That does not prove that he gets a larger number 
of rupees. I would not concede the fhiint that because of tho exchange he gets more. 
Unless you can prove me otherwise, the offeet remains that Rs, 87-8-0 is all that he gets 
now instead of 100. 

Q. In replv to Question 13 you mention the unfavourable Chinese exchange. Can 
you give us the exaot figures of the Chinese exchange for 1921 ? You say " unfavourable 
Chinese exchange ”. 

A. I say that the Chinese exchange was favourable to China. In 1920 the Chinese 
exchange was 226 and that is the reason why China brought 36 million ponnds of yarn 
more from us than from Japan. 

Q. What was the Japanese exohange in relation to China ? You can then give the 
exact effect of the Japanese exchange with China. 

A. But these exchanges movo practically on the same sterling basis. 

Q. If they move together, then India had no special advantage over Japan in regard 
to the China trade. 

A My point is that perhaps it paid China better to buy from us than to buy from Japan. 

Q. Possibly, but my point is that you have to show that by giving us the figures of the 
exchange between China and Japan. 

Mr. Huhha lino. —And also don’t you remember that about 1920 thore was a depression 
in Japan anil her exports naturally fell ? That might explain it partly. 

A, The point that l want to make out is this : that our exports to China in yarn have 
been steadily falling and when they are on the downward line there is no reason why they 
should rise to the extent of 36 millions more than from Japan, unless thero were some 
extenuating circumstances. The favourable circumstanoe seems to me to be that China 
bought them because the Chinese exohange was 226 or something to that effect. Other¬ 
wise I cannot account for the extra buying of China. 
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President. —TIxe factor may have been exchange. But in order to prove that, we want 
to know the exchange between Japan and China. You cannot provide us with those 
figures ? 

A. I am afraid I cannot. But unless something else is shown, is it not the only and 
apparent conclusion that the exchange has favoured the exports ? 

Q. You cannot draw any conclusion from any figures unless you know all the facts. 

Mr. Subha Ran .—And Japan was passing through a trade depression in 1920. The 
cotton industry specially underwent a serious depression. That might explain it. But 
you cannot deduce the conclusion from one single factor of exchange. 

A. In 1919 Japan had 28 millions more. How is it that in one year we sent so much 
less and in another so much more ? The difference is so vast. 

Q. What I am saying is, taking the preceding year, 1918, the Japanese export to 
China were 177 millions and odd and in the next two years they fell. The depression 
is not over in one single year. 

A. My point is this. They should fall similarly if the circumstances were the same. 
But the fact of their not being in proportion but rose at once to 1.26 from 48 and the 
Chinese exchange being in favour of India—from all these one is naturally led to the 
conclusion that the favourable exchange between India and China was the cause of 
higher exports to China. 

Q, I won’t deny that as a possibility. .But you cannot deduce that from the figures 
here. 

A. In all commercial transactions, more especially, in exports, exchange plays a most 
formidable part and practical.merchants cannot get over that fact. 

President. —If that is the case, Mr. Maneck, how is it you consider in your reply to 
Question 23 that the rise in exchange helps Japan and does not help Manchester ? 

A. I say if the sterling exchange is l«. (id. I am of opinion that on account of general 
trade slump and so long as it lasts, Manchester will do a smaller business and the la. ISd. 
exchange will not improve trade but will decrease it. I am very firmly of opinion, from 
my own personal experience as well as from the facts that have been bringing themselves 
forcibly to the notice of all importers, that Manchester imports have fallen to the extent 
of about 40 to 50 per cent.—we will take it at 40 per cent.—and 1 am sure the piece-goods 
merchants will bear me out that after a favourable monsoon we notice a prompt improve 
ment in the movement of piece-goods going into consumption. Year after year we have 
always been watching the effect of the monsoons. After five favourable monsoons why 
are we not having the same spurt in our piece-goods trade instead of losing it ? There 
must be some very striking reason to make the consumption of piece-goods less. The agricul- 
turist, as you are all aware, after providing food for his family, rushes at once to the cloth 
market and that is the reason why the effect of a favourable monsoon has always been, in 
my bumble experience, that piece-goods get a spurt. There has not- been that spurt now. 
We have been waiting, hoping against hope and we do not see any signs of improvement. 
There must be some other factor. Now I will try to explain why this 1.?, 6 d. cannot do 
it. I am a believer that there is a relativity of prices, internal prices in India, and if the 
ryot gets 124 per cent, less as his earnings—the 124 per cent, which he utilised before the 
war for the purchase of the necessities of life—if this 121 per cent, is gone, our most prolific 
customer or the best customer is not able to spend what he used to do before and if he 
buys at all, he buys from the sheer necessity of avoiding nakedness of his family and that 
is the reason that I could see from a commonsense point of view, that he is forced to 
purchase less and less and that also because of the necessity. 1 see no other reason 
for it. 

President.— That is not my point. My point at the moment is why you consider that 
the Is. 6 d. exchange does not hit Japan in exactly the same ratio as it does any other 
country. If the ryot cannot buy Manchester goods owing to high exchange how is it that 
he can buy Japanese goods ? 

A. My remarks apply to all the goods. The ryot does not buy in the same proportion 
as he used to do. 

Q, You say Japan is in a more favourable position than Manchester ? 

A. Because the Japanese exchange is in her favour, 

Q. The Japanese exchange is in exactly the same position as the sterling exchange ? 

A Japan is in a position on account of her favourable exchange to land goods cheaper 
here. 

Q. Her exchange is not favourable more than the United Kingdom exchange ? 

A. I tried to explain, Sir, the comparative position. When the exchange was Is. 4 d. 
the ryot’s purchasing power was more and that was reflected in the higher quantities of 
Manchester goods imported. 
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Q. The point on which I want your views is whether yon oonsider that the exohange 
between India and United Kingdom is higher or lower than the Japanese exohange ? 

A. 1 grant your point that the Japanese exchange and the Manchester exohange is the 
same and that substantiates my conclusion. My conclusion is that with the exchange 
at Is. id Manchester was in a better position to have its goods going into internal 
consumption than it does with a higher exohange for tho simple reason that the same 
high exchange reduces the purchasing power of the ryot. 

Q. But does not that apply to the ryot’s purchasing power of all foreign goods ? 

A. Japanese goods are also bought. Manchester goods are also bought. I do not 
mean to say that the effect is not the same on the purchasing capacity. The purchasing 
capacity of the agriculturist is reduced all the same. He may be buying Japanese goods 
bccauso they are cheaper. But that does not prove your conclusion that Japan. 

Q. I have drawn no conclusion. 

A. I say so far as the Indian consumer is concerned the effect on Japan and China 
is practioally the same. Ii the exohange was Is. id. the ryot would have bought more 
Japanese goods as he buys more Manchester goods. But there is no advantage either 
in favour of Japan or in favour of Manchester. 

Q. I wanted to make sure what your position was in regard to that. 

A. The conclusion that I have given in reply to Question 231 keep to, but my opinion is 
this, that Manchester is not going to be benefited with the higher exchange at Is. fid. 

Mr. Subba Sao .—People say that the consumption of cloth has fallen very consider¬ 
ably in the past two years. Is not that so ? 

A. Yes. 

Q. Is that fully borne out ? If you take, say, pre-war figures, remembering that 1912-13 
and 1913-14 were years of abnorml imports, you will find the average consumption, say 
for about seven years before the war, is not very much more than the total consumption 
in 1924-25. I will give the figures but it will tako some time to add them all. 

A. Are they shown in the Miilowners’ statement ? 

Q. They are given in an abstract. Even allowing for the abnormal imports of 1912-13 
and 1913-14 you will find that the total consumption of 1924-25 is not very much less than 
tho average of these six or seven years. May I just give the figures ? For the years 
1907-08 the total consumption in India, apart from the handloom consumption, was 
3,200 million yards, next year 2,689 millions, next year 3,010 millions. How if you average 
these years, leaving out the pre-war years, when we got very high imports you get about 
3,080 million yards. The consumption last year was 3,500 million yards; even if you 
includod the consumption of the years of abnormal imports, the pre-war average 
would not rise very much above 3,500 million yards, the present level of consumption 
of mill made cloth. I am rather anxious to know to what extent it can be said there 
has been a serious reduction in consumption in the last year or two. That was true 
oertainly during the war years. 

A. Consumption t 

Q. Yes, consumption of cloth. I am speaking of the ryot’s purchasing capacity. You 
say he was not buying. Is it not possible that he is substituting homemade for foreign 
goods because the total consumption of cloth now iB not different from the average 
of 1907-08 to 1913-14, including the two years of abnormal imports f 

A. There has been for instance a reduction since 1913-14. 

Q. I request you to compare tho years before 1913-14 including that year even though 
in that year there were very high imports. Take that year also and average. You do 
not get beyond 3,500 million yards and yon get for 1924-26 the same 3,535 million yards. 

A. I am suggesting now the consumption is catching up the pre-war level. It does 
not look as though the ryot really is buying very muoh less, I am not saying he is buying 
quite the same. We can explain the principle in another way. 

Q. I want your explanation. 

A. What occurs to me, speaking personally is this, that a man has to buy a certain 
amount of cloth for his bare necessities. Well, they say that the consumption per head 
was 12 yards. It is now about six. 

Q. How do you get that figure f 

A. That I cannot say. The miilowners say that. If you admit the fact that the 
people have got to clothe themselves, there is a very narrow margin to reach all. Diverse 
circumstances will compel a man to adjust himself, namely instead of six yards he may be 
going in for four yards but he has got to buy four yards any way. It m*y be through 
minimising bis expenses for food. 
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Q. I am merely asking you about figures. 

A. It cannot fall very much. There is a limit to the fall of consumption, depending 
on the bare necessities. It cannot go below that. 

Q. We shall leave it at that. I suggest the consumption in recent years is almost 
catching up the pre-war consumption. You say it has been very much less t 
A. Manchester imports were. 

Q. But supposing they have been replaced by local mill production, is that a matter 
for regret ? 

A. Very great regret. The regret lies in this that when the population of the country 
increases when there are five favourable monsoons and so on, people expect to do much 
better trade than they usually do and the consumption should be much greater. 

Q. From their point of view ? 

A. We expect considerably more trade with five good monsoons. 

Mr. Majmwlar .—In reply to Question 14 you mention that fancy trouserings, checks, 
shawls and cotton blankets, etc., have been imported nom Italy. You also mention that 
they have not been serious competitors of our mill products. What are the qualities in 
trouserings and checks that you refer to ? 

A. These cheeks, trouserings, etc., have been coming from Belgium, Holland and 
Italy. Even before the war there has been a fairly good trade. But to my mind they 
have not. con peted keenly with Indian mill goods. They may have to a certain extent 
competed with Manchester., 

Q. Have you studied the question 1 
A. Yes, I have studied the question. 

Q. What is the quality of the Italian goods ? 

A. It is very much higher than Indian. 

Q. Italian 1 

A. Italian of the pre-war times. 

Q. I am referring to the present times. 

A. I referred this question to a friend oi mine in the business and he confirms my view 
that the qualities they get in the Italian trouserings are not the same as thoso of Indian 
mills. They do not go into competition with them. They get higher prices. 

Q. Is it not true that Italy manufactures out of waste also ? 

A. Those are different things. Yes. They manufacture very coarse cloth from waste 
more in imitation of Cashmere goods. 

Q. Is it true that Italy is at present competing with Japan and the United Kingdom 
and also with India in the Levant market ? 

A. I have very little experience of the Levant market. 

Q. Is it not possible that if competition gets keen there, Italy and Holland may turn 
to India also. 

A. That is our fear. We are not afraid of Holland, Belgium and Italy competing with 
Indian mills, unless they start to do coarser goods, but I doubt whether they will ever 
be able to do it with their labour. 

Q. Italy f 
A. Yes. 

Q. Why ? 

A. Italian labour is not oheaper than Indian labour. 

Q. But they are working double shift. 

A. I was not aware of that. So long as they confine themselves to fancy trouserings 
and coloured goods we have not much to fear from them. 

Q. Why, there are Indian mills which manufacture fancy trouserings ? 

A. H you permit me to say so, the Italian quality is higher. 

Q. With reference to Questions 18 and 19, can you give us the prices for 1924 and 
1925 of the Japanese goods that you are referring to ? Can you give us the comparative 
prices of Japanese and Indian goods ? 

A. I sair' that in 1924 and 1925 it was stated that the Jap ‘nese low exchange enabled 
goods to be placed in India at about 30 per cent, advantage. If this estimate be correct 
it may be possible to oompete with Indian mills in the foreign markets. 

Q. What I enquired was whether you are able to get us from the dealer you refer to 
in reply to Question 19 the prices in 1924 and 1925 for Indian and Japanese yarn as well 
as piece-goods f 
A. I will try. 
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President.. —Thank you. I gather from your replies to Question 40 that you consider 
on the whole that mill management in Bombay, at any rate, ’eaves little to be desired. 
Is that the oorreet conclusion to be drawn from your reply ? 

A. Yes. 

Q. I gather from the whole of your replies to that section—Questions 40 to 44 —that 
you oonsidei that on the whole the Managing Agency system gives as satisfactory a 
result as can reasonably be expected. 

A. Yes, I do. 

Raja Han Kishan Raid. —In answer to Question 41, you say ‘‘but I think that 
nothing can beac in this country the system of Managing Agents with a powerful and 
technically suitable Board of Directors." Will you kindly explain what changes you 
propose m the present system ? 

A. I donot propose any change at all. Bnt what T say is, if in the Directorates of mills 
there are technical men and good business-men that is all we can desiro in India. 

Q. Further on you say “ there may be bad Managing Agents and the only remedy is 
to have some power through the Act for investors to change them in cases of proved 
neglect, peculation or incompetence.’’ 

A. Yes. 

Q. That ia one change you want to introduce ? 

A. There has lately beer, a lot of correspondence in the papers, people making all sorts 
of accusations against mills and I have been studying this question for the last two or 
three years and I find that when challenge is given to them they do not come out. I 
mean to say they do not give any help to enable shareholders to proceed against mil] 
agents. If there be (I do not say that there are any) Managing Agents who are dishonest, 
we should havo power to remove them. 

Q. Do you suggest that this change should be introduced ? 

A. If that is not in the Companies Act; I am not quite sure whether we can ciiange it 
or not. But so far as I understand the same question did arise in Calcutta and I was 
given to understand that it is almost impossible to change them. 

Q. I understand that the Managing Agents have a contract with the Board which 
oovers a number of years and during that time they cannot be changed ? 

A. I believe on this account they cannot be changed except perhaps for proved 
dishonesty. 

Q. Then you do not propose that any legislation on this account should be undertaken ? 

A. If there is any such legislation there would he no harm. It would be very desirable. 

Mr. Mtijmudar.—W hat do you mean by ‘‘technically suitable"? Do you mean 
Directors should have technical knowledge ? 

A. A teebnioai man on the Board. It is far better to havo him. 

President. —Where are you going to get them from ? 

A. There are 300 mills. Wo can get 300 technical men. I would not invest any money 
in a Board where there are no technical men. 

Q. But I do not see how' you are going to get them. 

A. It is possible to have 300 technical men or else, we can afford to pay and get them 
from England. I consider that for the safety of the industry as a whole at least one 
technical man should be on the Board of each industrial directorate. It is very necessary. 

Mr. Majmud.ar. —But they have got technical men in their employ ? 

A. Technical men on the Board and technical men in the employ are two different 
things. A technical manager is generally a technical man. I do not impute any dishonesty 
to him. The mill industry is a very large industry where large expenditure is made. 
Tbo same complaint is made regarding the jute industry, that theie must be a 
technical man, at least one technical man, on the Board. I believe in the Bombay cotton 
industry there are such technical men on almost all the Boards of Directors. 

President. —Very few. The number of Directors in the Bombay industry who have 
technical experience cannot be much more than 20. 

A. There are 82 mills and I think there may be more than that. Mr. Maloney can 
perhaps give us the correct information on that point. But I have so far not heard of 
any complaint being made of cotton mill business boing spoilt on account of there being 
no technical experts on the Board of Directors. What I say is, it is very desirable. 

Mr. Majmudar. —On the question of insurance (Question 43) you say “it had the 
advantage of avoidance of mistakes in declarations, and the benefit of prompt and 
adequate settlements of claims.” Please explain. 

A. Insurance is to an extent a very complex subject. When you go for settlement of 
claims there are a lot of technicalities raised. I would have all my business done through 



173 


insurance people, agents or insurance brokers. There we have the benefit of their 
experience ; then with their help declarations are made correctly. They see to the 
terms of the policy giving us the complete protection that we need. 

Q. Tho mills look to their own insurance, they do not depend on the advice of the 
brokers ? 

A. It will be better if they do. They would have the competent advice that insurance 
people in the business would give. A man however clever he may be in hie technical 
line, may not know much about insurance. 

Q. You mention “ avoidance of mistakes.” That, I believe, is only a general 
statement. 

A. Experience guards against all mistakes ; but all the sumo to have the work done 
through the proper channel would be the best thing. 

Q. Have you heard of any suoh mistakes being committed ? 

A. It is likely that mistakes may ocour. 

Q. Have you heard of any ? 

A. No ; but in the settlement of claims it is desirable. 

Raja Hart Kishan Kaul .—In answer to Question 51, you say the mills find it more 
difficult to obtain finance now than in pre-war times. Is that one of the reasons why the 
Managing Agency system is more needed at present. 

A. Yes, certainly. Had it not been for the Managing Agency system a good many of 
the weaker mills would have gone under. 

Mr. Subba Ran. —In regard to Question 59, about labour, you speak of the difficulty 
of reducing wages when a reduction is due. You say it has been difficult to effect 
a reduction. Now, that is very important. Something should be devised to make such 
a reduction almost automatic. Can you suggest anything ? 

A. If you change human nature, otherwise you cannot. If Mr. Noyce would permit 
me to ask a question, will the Civil Service, when the cost of living has gone down, accept 
less ? If they do, I do not call them human. 

President. —It is being done. It depends on the system you originally devise. 

A. The Lee Commission has come. I have very many friends among Civil Servants 
and I do not want to put this question in a disparaging way, bnt it is to explain to 
Mr. Subba Rao that it is human nature that when we are accustomed to get something 
more we are always reluctant to have it brought back to normality. 

Mr. Subba Rao. —But something must be done. 

A. If they got Rs. 40 instead of Rs. 30 which they were getting before, they are not 
likely to agree to 30 again. The labour leaders may not permit them to do this. 

President. —The Civil Service in England, you were talking about the Civil Service— 
work under this system. During the war they were given an extra bonus to meet the 
increased cost of living and that bonus was reduced as the oost of living wont down. 

A. Has it been done ? 

Q. Yes. 

A. I am afraid it is very difficult to have it brought about in the mill industry. 

Mr. Subba Rao. —Can you suggest any method ? 

A. If labour leaders were to look after the interests of the labour and of the industry 
as a whole something may be possible. 

President. —In regard to Question 98, you say “ No industry should be taxed by local 
bodies except for water and halalkhore and town duty and all other municipal taxes should 
be done away with.” But how is an average municipality to raise any income if it does 
not impose house-tax, etc. ? 

A. I have travelled all over Europe and I have not come across any Municipality that 
levies taxes on industries so far. 

Q. What do you mean by “ taxes on industries ” ? 

A. What I mean to say is that a municipality ought to be allowed to levy taxes for 
all matters which are in its own province, but as regards taxing an industry in any other 
way than through purely municipal taxes on water, or looking after conservancy, special 
taxes such as they levy should not be levied. 

Q. What do you mean by “ special taxes ” ? 

A. There are some special taxes they pay on cotton, eto. 

Q. Do you mean ‘‘ town duty ” ! 

A. Yes, a town duty. 

Q. You were referring to the town duty when you referred to ta> os by local bodies ? 

A. Yes. 
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Q. As regardsthe question of a scientific tariff, you think it is the business of the Mill- 
owners’ Association to work out the average costs of production every month ? 

A. Yes, I thought over this matter and I do not see how it can otherwise be done. The 
Customs and Government are very particular about the precise method of collecting. 
If it is levied on the market value there is always a conflict between the Customs authori¬ 
ties and the merchants. This question has been going on for about 25 years and they 
have not come to any definite decision as to what really is the market value. Our opinion 
and the opinion of the Customs officers differ and it would be a very great difficulty to get 
at the correct value for speoial duty, and I thought that if there was any such thing as a 
tariff valuation in the same way as the cotton excise duty was leviod—I mean the basis 
on Which the excise duty was levied—a sort of tariff value brought about by the previous 
month’s average price and then the extra duty levied, that would be better. But I think 
by far the simplest method would be to charge a rate per pound, 

Mr. Subba Rao .—Specifio duty ? 

A. Yes. 

President .—There are 337 mills in India. Do you refer to the average production 
costs in Bombay ? We have been trying for the last six weeks to get them but we have 
not got them as yet. 

A. People are afraid to give out their secrets. 

Q. Exactly. Do you prefer the other method ? 

A. Yes. 

Q. With regard to Question 115, do I understand you to mean that the total duty 
should be 36 per oent.? You say that in addition to the proposed 13 per cent, an addition 
of 12 per cent, would answer the purpose. There is already a duty of 11 per cent. 

A. That 11 per cent, duty should be regarded as absolutely separate. 

Q. You oannot regard it as absolutely separate. I would recommend you to study 
what the Fiscal Commission has said on the subject. The Fiscal Commission’s 
recommendation was that the necessity for that duty Bhonld be examined. Can you 
regard that 11 per oent. duty as a permanent duty ? 

A. I do not mean a permanent duty. It is a separate duty of the same nature as the 
Customs duty levied on other articles and this special duty should be a distinct and 
separate duty shown separately on the bill of entry so that they may reduce or remove it 
without any trouble. 

Q. There is no special reason for regarding this 11 per cent, duty as fixed for all time ! 

A. No. 

Raja Hari Kishan Kaul .—You propose a Safeguarding of Industries Aot 1 Can you 
tell us what provisions yon would like to have in that Act ? 

A. My opinion is this. We havo invested money in this cotton industry. I have 
invested money in my humble way in jute, steel, cotton and other industries. I have 
come to the conclusion that I have made a mistake in investing money in the cotton 
industry. Jute gives you a good return. But the position is this. On tho one hand 
Sir Basil Blackett says that he would be glad, and we would bo glad too, to seo people 
emptying their pockets, taking as much out of thoir pockets as possible and spending it 
on industries. I say that it should go aB a sort of promise that the industry would be 
safeguarded when there is any external trouble about it. Look at what is happening. 
Japan has lowered prices, entered into competition and cut us out within two years. If 
it continues we will be practically ruined. Now this Board is appointed and it will 
take probably another two or three months and before the Government comes to any 
decision it will take six months. Two years and a half is quite sufficient to kill any 
industry, if you have not got a sort of Safeguarding of Industries Act aotually on the 
Statute Book. 

Raja Hari Kishan Kaul .—What do you want to provide in that Act ? You arc 
suggesting measures which could have been brought into force by a Safeguarding of 
Industries Act. 

A. Exactly as it exists in England, Austria aDd Canada. There nobody can go and 
out the industry out of that country by competing with it for two years. It may be that 
Millowners may have to be blamed for not taking action quicker than they have. But the 
fact remains that if there is anybody who cares to ruin an Indian industry, he can do so 
without the Safeguarding of Industries Act. All he has got to do is to cut the prioes. 

Q. You have suggested certain measures which would have been brought into operation 
if we had this Aot. It is more or less the prooedure which would have been adopted. 
Do you want the Act in the place of tho proposals that you make or do you want these 
proposals to be adopted in any case f 

A. These proposals ought to be adopted, And in addition, having this experience 
of the Japanese price outting, for so long, it is better for the future not only for the eottoq 
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industry but for *11 industries to have some Safeguarding Act passed by the Government 
of India for acting promptly. Suppose Italy decides to cut Manchester out by having 
the goods imported with its low exchange. Do you mean to say that we are going to sit 
with hands folded till the misschief is done and then move the Government of India for 
the appointment of a Tariff Board, by which time considerable damage can be done ? 

Q. Yon want a Safeguarding of Industries Act embodying the provisions which you 
have suggested as remedies ? 

A. So that they could be brought into operation at once. 

Q. At present you propose oertain measures ? 

A. Yes ; and the Safeguarding of Industries Act also for the future, to avoid trouble 
in future in all industries. 

Q. That is in case these provisions whioh you now suggest are adopted and 
subsequently abolished ? 

A. No. They may just as well go together. I mean to say these proposals should 
be taken up now. But after that, in addition to that, we should have the Aot. We 
do not know what is going to happen to-morrow. To prevent other people with a lower 
exchange or depreciated exchange doing us harm, we must have the Act. It has taken 
us two years now, and considerable mischief has already been done. But in future if 
any other nation were to do that, if we had the Act on our books, the Government of 
India would be able to act muoh more promptly than is the case now. 
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Witness No. 65 

Mr. P. A. BAPTISTA, BOMBAY 


Written Statement dated the 3rd September 1920 
Section I 
General 

1. There is general depression in the cotton mill industry throughout India but 
Bombay feels it most because it has certain disadvantages. All mills in the same area 
are not affected to the samo extent. 

2. This depression is mainly due to the loss of the purchasing power of the ryot and 
the loss of the purchasing power is due in an indirect degree to the loss the world has 
sustained owing to the lato war. 

3. This depression is mainly of a temporary character and once the purchasing power 
of the ryot is increased there will be a better demand for textiles and the present depression 
will pass away. There are however certain causes of a permanent character for Bombay 
mills which will always be a handicap to the Bombay mills. 

4. I do not think that many more mills will close down if thoy practise economy 
and set their houses in order. 

5. Of tho 83 Bombay mills, 42 are making a good and decent profit. Such mills 
as have no reserves or financial assistance or aro in the hands of weak holders are just 
now suffering. Of the 41 mills in Bombay remaining, about 10 mills had their capital 
watered during the boom and therefore collapsed in this depressing period. Most of 
tho upcountry mills are earning a decent profit. 

0. A further fall in cotton would certainly enable mills to place textiles on the market 
at a much cheaper price and if the prices come within the purchasing powers of the people 
there would certainly be a demand for cloth and a decent margin of profit to the manu¬ 
facturers. But this cannot be said for certain as I know that in tho year 1899 when 
cotton was at about Rs. 150 per candy and cloth at 6 as. a lb. mills bad to shut down 3 
days a week as thore was no demand; whilst in 1919-20 with cotton at Rs. 900 per 
oandy and cloth at Rs. 2-12-0 a lb. there was a great demand and handsome profits. 

7. I do not think tho instability of prices has very much to do with the case. Some 
morohants refrain from buying in large quantities. But if there was a demand from 
the public the merchants would rush to the manufacturers in spite of fluctuations. 

9. I think the main cause of the depression is the fall in the purchasing power of the 
ryot. Once this rises the industry will be on itsfeet again. 

10. No. They will first supply necessities before going into luxuries. Some may 
do so by way of precaution against a rainy day. But the majority will go in for 
clothing. 

11. The present depression is not due to lack of organization in general among the 
millowners. There may however be some room for improvement if each mill were to 
appoint a small committee of its own to find out its defects. 

12. In my opinion most of tho mills which have changed hands and have gone into 
liquidation have done so from other causes than the depression of trade. 

Tho depression has not much to do with the closing or changing hands of mills but 
it is due to other causes. 

The Planet Mill was built during the boom period. It purchased a burnt down mill. 
It Bpent large sums of money when machinery was at its highest. It had no working 
capital of its own. The agents could not get deposits for working tho mills. It frittered 
away its profits in high dividends. 

The Gold Mohur Mills huilt on extensive weaving shed when the price of looms was 
at its highest. This absorbed all liquid cash with the result that when stocks began to 
accumulate the agents could not financo it. Hence it had to change hands. 

The Diamond Mill was a mill which was hardly worth 12 lakhs and was bought during 
the boom period for 55 lakhs. The oapital was only 50 lakhs and all this was absorbed 
in briok, mortar and machinery. They simultaneously mortgaged the mill by issuing 
debentures which were taken up by the party who sold the mills. It could not pay its 
way with this heavy load and had therefore to close down. 
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The Industrial Mill was an old mill which in 1904 was knocked down for 4 lakha but 
during the boom period was sold for 24 lakhs. It could not stand this and had to reduce 
its capital to half. The management was not considered satisfactory and it had to 
change hands. 

The Hongkong Mill worth 10 lakhs was bought at boom prices for 41 lakhs. It was 
part and parcel of a woollen mill and came to grief. 

The Assur Verjeo Mill’s fate was due to the same causes as that of the Gold Mohur Mill, 
The China Mill went into liquidation because it was sold in the boom for a very handsome 
sum ; and the shareholders got a good return. The present agents paid nearly 60 lakhs 
and have called it the New China Mill. It has added new looms which further burdens 
the mill. These looms have been bought at a very high price. It is not working. 

Section II 

Nature and Extent of competition between imported goods and those of Indian 

manufacture 

14. Inasmuoh as the exchange gives a decided advantage to foreign countries to 
that extent this increasing competition has depressed the local industry. 

23. Yes. I consider, that there will be an increase as they have owing to exchange 
a decided advantage over Indian and English mills. 

24. The Japanese yarn competes both with Indian and English mills. 

25. For the same reason cloth mills will increase. 

26. For the same reason importation of cloth will increase. 

28. The Japanese have certainly a great advantage owing to the fact that they 
work double shifts and employ women and children largely in their works. 

31. No. 

33. Yes. Drills, shirtings, sheetings and hosiery have been imported largely from 
Japan and are seriously handicapping our industry. 

34. I do not think so. 

Suction III 

Internal Competition 

35. The Bombay mills are suffering because new and model mills have been erected 
up-country with up-to-date and labour-saving machines. The mills in Bombay are old 
and much production is lost by their being badly lighted and ill-ventilated. 

36. The Bombay mills have a better climate and little more efficient labour. They 
have facility for export. Their mill stores are oheaper, and also the Tata power which 
is constant. 

37. The up-country mills have oheaper labour, (2) cheaper cotton, and (3) oheaper coal. 

38. I do not think that there is much competition. Each manufactures a distinct 
olass of goods. The mills have an advantage in weaving coarse coloured sarecs and 
ousting the hand-made sarees. It is the handloom industry which suffers competition 
and requires protection, 


Section IV 
Mill management 

40. Mills are generally not managed with economy and efficiency. There is ample 
room for improvement. 

41. There are mills which work (1) on the 10—16 per oent. commission on profits, 
(2) Mills which work on commission of 3 pies per lb. (3) Mills which work on 
commission on sales. 

42. Although mills have commission on profits they have two clauses which nullify 
the effect of this : (1) They get a fixed allowance of Ks. 1,000 to Rs. 2,000 per month as 
office allowance for supervision and a minimum of Rs. 26,000 to 60,000 whether profit is 
made or not. This has a very depressing effect upon the industry. 

43. There are certain millowners who are also cotton dealers, mill-store dealers, 
machinery dealers, coal merchants and insurance agents. 
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45. Most of the mills which have come to grief have done so for want of capital. 

40, To a great extent the present difficulties of the mills are due to heavy expenses 
made when the price of land, building, and machinery was at its highest value. Most of 
the mills in Bombay have made extension or replaced machinery during the boom period. 
Some mills changed hands at very inflated prices and all these have come to grief. 


Section V 


Mill finance 

47. Yes. Very handsome dividends were paid and the big depreciation and reserves 
were immediately invested in fabulous prices for land and machinery thus locking up 
liquid capital. 

61. Mills with weak agents find difficulty. Others do not. 

62. In Bombay from 5 to 9 per cent, according to the soundness of the concern. 


Section VI 
Cost of Production 
(a) General 

53. A fair sized mill is one with 1,000 loomB and 45,000 spindles. 

64. Mills built bofore 1890 and which have changod from purely spinning concerns to 
spinning and weaving concerns are not conduoive to economic working. Also such mills 
as at first purchased a very limited area of land and have subsequently enlarged it work 
under great disadvantages. 

68. Bombay mills are at a disadvantage aa Tegards (1) cotton, (2) wages. 

59. Humidifiers are a great advantage and even in the horrid climate of Bombay they 
are installed in mills. 

(b) Rato Materials 

60. Cotton for Bombay mills is purchased at the Juthas at Sewree through brokers who 
are sometimes relatives or friends of the mill agents. The brokerage paid is 2 per cent, 
on the price of cotton. Therefore the higher the price of cotton the greater the brokerage. 
The better system would be brokerage per bale so that the broker would try and heat down 
prices. Of late Borne mills have been purchasing cotton. There are also some millowners 
who own gins and presses and they make purchases from these gins. Bombay mills do 
not sufficiently hedge their purchases. Hence the great loss. It is not necessary that 
they should hedge in Bombay alone. They can hedge their purchases in Liverpool. 
Many agents lack this foresight. 

61. A great deal of the depression is due to not sufficiently hedging cotton. The 
element of speculation can to a great extent be reduced by careful hedging. 

63. To the extent that they have not hedged them. 


(e) Labour 

64. The higher wages paid by the Bombay mills can be overcome by making retrench¬ 
ment and reduction in the number of hands employed. Some mills are top-heavy. 

66. If better conditions prevailed. 

70. There is somo handicap owing to the inefficiency of labour, but the fault is not 
of the labourers. They are a dumb class who cannot place all their grievances before 
their masters. Labour is more inefficient in upcountiy mills than in Bombay. 

71. Absenteeism in Bombay is due to a great extent to sickness, especially malaria. 
Most of the labour in Bombay is imported and not indigenous. When a bonus was given 
to hands there was a better attendance. 

77. Very little facility is given for teohnioal education. The V. J. Technical Institute 
has been in existence for more than 35 years and nearly two generations have gone through 
the course ; yet in many mills in somo of the most important points technical students 
are not engaged. The jobbers are very inefficient and there are no facilities for their 
training. This is tho most important class and should be trained. A jobber gets 
employment merely on tho certificate of a mill manager or a master of the department. 
Mill* should employ jobbers from a better educated class of people. 
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78. No. 

80. Yes, if they are given a training. 

82. Yes, if an eight-hour day was introduced. 

83. Legislation has increased the cost of production. 

(d) Overhead, charges 

86. The depreciation funds should not he utilized for working capital and not locked 
up in block or machinery. 

87. There is much room for improvement in valuing stock. Besides auditors 
there ought to be employed expert checkers of stock who have knowledge of the internal 
working of mills. 

88. Most mills have half-yearly audits. 

(e) Sales 

89. The better system of selling cloth is for mills to sell through their own 
salesmen. 


Annexure A 

A note on the Agency system. 

The system of managing agents is prevalent in all mills in Bombay. A dozen mills 
are paid J anna per lb, which sometimes works out to 26—10 per cent, of the profits. 
There arc about a dozen mills working on this system in Bombay. There is only one mill 
which works on a 31 per cent, on sale basis. The rest of the mills work on a 10—16 per 
cent, basis on profits. They are paid besides this an allowance of Rs. 1,000 to Rs. 2,000 per 
month. Then thoy stipulate in their agreement Rs. 2,500 to 3,000 as the minimum com¬ 
mission whether the mills make profits or not. They do not limit the maximum com¬ 
mission and there are agencies which pay as much as from Rs. 10,000 to 25,000. Then, 
most of the millowners are also insurance agents. They are allowed by the underwriters 
to pay 25 per cent, to the mills whilst mill agents are allowed 42$ to 45 per cent, and this 
difference in some mills amounts to Rs. 2,000 per month extra to mill agents. Several 
mill agents have opened their own houses in England for purchasing stores and they 
earn about Rs. 500 to Rs. 1,000 per month on the basis of 24 per cent, commission. They 
open firms for purposes in which they are principal partners. Some millowners also own 
gins and presses and cotton is often purchased from these factories. These factories 
therefore have assured customers and thrive. All Bombay mills have cotton brokers 
and ootton is bought through them alone. No one can tender directly to the agents. 
They have to work through brokers. The brokers are allowed 1—2 per cent, brokerage. 
Thoy are generally relatives or friends of agonts to whom this commission or sale brokerage 
is given. If a mill therefore consumes about S00 candies a month and the 
price is Rs. 400 per candy, even at 1 per cent, they earn Rs. 3,200 per month, whioh 
is not a small amount. My opinion is that the brokers should be paid about 8 annas 
per bale instead of this vast sum. The fluctuation of prices make the brokers sometimes 
earn fabulous sums for the same amount of work. Under my system there would be 
a limit to their earnings. According to the present system thoy are not interested in 
beating down the prices as such energy on their part would cut into their own earnings 
and we have not yet evolved a race with such altruistic motives. 

Annexube B 
A note on the sales system 

I prefer mills to have their own selling arrangements and not commission 
agents. The commission system is a very expensive system and they bite off a good 
amount of the profit. For a mill of 1,000 looms and 30,000 spindles the commission 
would amount to Rs. 54,000 or even Rs. 72,000 per annum, whilst I know of selling 
organizations for a mill of 1,500 looms not costing more than Rs. 1,500 per month. It 
is argued that they are responsible for all payments. But the losses for non-payment 
have never been heavy. As for the fulfilment of contracts, merchants ask for con¬ 
cessions and they are granted. Deliveries are never taken in time and the mills do 
not enforce them strictly which causes loss of interest to the mills. Moreover the 
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goods are sometimes debited to the commission agents and mill godownB are used 
for stocking and no godown rent is charged. If mills were to open shops in many 
centres the sales would bo better and at loast one or two middlemen would be saved. 
At present there is (1) the selling agent, (2) tho upcountry merchants who come and buy 
a few bales of eaoh sort, (3) merchants who make largo contracts, (4) the upcountry 
merchant selling to petty shopkeepers, (6) petty shopkeepers selling to hawkers of 
different sorts. 

If mills had their own shops in different centres the petty shopkeepers would come to 
these centres and make purchases and sell to hawkers. In this manner, 1, 2, 3 and 4 
could be eliminated, or at least 2,3 and 4. Moreover when speculation is rife the merchants 
who make big contracts sell their whole oontract to three or four merchants iu the bazar 
at a profit and in this way goods pass through one or two hands before they can go into 
the hands of the upcountry buyer. The selling agent is also allowed 9—30 days’ credit 
and if he recovers the amount as he generally does from the merchant he pays to the mills 
the amount earlier and gets credit for interest. The sales agents aro asked to deposit 
a lakh or two according to the size of tho mills and they are paid interest for this amount. 
Only capitalists can become selling agents and theBe capitalists have - not much 
knowledge of markets and have to depend upon salesmen whom they employ. The 
organization of tho commission agency does not in any way relieve the managing agents 
of tho work of selling as in every case they have to place the offer of the merchants before 
the managing agonts for sanction. If improvement in these directions is made there is 
sure to be improvement in the profits of the mills. 
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Witness No. 65 

Mr. P. A. BAPTISTA, BOMBAY 

Oral Evidence, recorded at Bombay on the 6th September 1926 

President. —Will you kindly tell us what your connection with the ootton trade 
has been ? 

A I have passed the Victoria Jubilee Technical Institute examination, and after that 
I joined a mill. 

Q. Which mill ? 

A. The Morarji Goculdas mill. I worked up from a small position to the position cf a 
weaving master and was latterly the manager of a mill. 

Q. You were manager of the Morarji Goculdas Mill ? 

A. Yes. 

Q. Why did you leave it f 

A. I wanted to start a mill of my own. I tried my hand at it. I failed and therefore 
I retired. 

Q. You are able to speak then from rather poignant experience t 

A. Yes. 

Q. How many years does your connection with the mill industry cover ? 

A. Twenty-five years. 

Q. I see you consider that the depression is only temporary ? 

A. Yes. 

Q. What are your grounds for holding that it is temporary ? 

A. Things adjust themselves after a certain time. 

Q. In your view 42 mills to-day out of 83 are making profits. What are your grounds 
for that statement ? 

A. I have gone through a lot of mills and seen which are making profits and which are 
not. 

Q. What grounds have you got ? Could you give us a little more ovidenoe ? 

A. They have got large reserves. They are under better management. Their agents 
command greater confidence of the people, not only of tho people but of the merchants 
themselves. There are certain mills whose goods are not very much taken up simply 
because they do not inspire confidence in the merchants and they always pay the lowest 
prices for the goods of certain mills, while they are prepared to pay a quarter of an anna 
more for the goods of those mills on which they can rely. 

Q. Quite so. You state that 42 mills out of 83 are making profit. I should like to know 
the evidence on which that is based ? 

A. You will have to go into each case and then I can give you the reason for each one. 
It does not mean that all of them have got the same reason, nor that all of them have got 
the same reasons for making a loss. 

Q. Quite so. 

A. I conclude therefore that the trade is doing fairly well. 

Q. That is hardly borne out by the balance sheets. You say that 42 mills out of 83 
axe not making a profit. But you think, inspite of that, that the industry as a whole 
is making a profit ? 

A. Yes. 

Q. I should be much obliged if you could give us a lis* so that we oan form some estimate 
for ourselves. 

Raja Hari Kishan Kavl. : -You think conditions are such that if the present margin 
between the price of cotton and cloth continues mills which have not gone into liquidation 
will not go weaker ? 

A. No; because they have to look into their houses and see whether their houses are 
in order. 

Q. You think there is room for further economy ? 

A. Yes, and some axe effecting economies as fax as my knowledge goes. 
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Mr. Subha Rao .~-You spoke of things adjusting themselves ? 

A. What I mean-by that is that when you make a change Immediately you cannot 
put up with the chango. There is no doubt as I mentioned in my statement that, to a 
certain extent, the exchange question has a great deal to do with the present 
depression. 

Q. I am not asking about that. Doos the adjustment include firms going into 
liquidation ? 

A. No. What I mean is that the purchasers adjust themselves to the state of the 

market. 

Q. It does not include businesses failing and people buying them up ? That will be 
disastrous ? 

A. No, I did not mean that. 

Pre.i'den '.—Coming to the question of competition between imported goods and those 
of Indian manufacture, Mr. Baptists, you as a weaving master must have had consider¬ 
able experience of Indian piece-goods ? 

A. Yes. 

Q. Do you know much about English and Japanese goods ? 

A. Yes. I used to visit in my capacity as manager the shops in the market once a 
month to see what were competing with our goods. I may say it is not very common 
in all the mills, but we used to do it. 

Q. What I want your considered opinion on is what is the exact range of competition 
between Indian, Japanese and English piece-goods. You have been following our 
proceeding with a certain amount of interest, I know. You know exactly what I want 
to get at. 

A. What I feel is that there is general competition in grey goods, in sheetings—not of 
very high counts. The Indian mills generally make their sheetings and shirtings from 18s 
to 24s against the English mills making their sheetings from 22s to 32s. In weight the 
English goods are lighter than ours, because our counts being a heavier one we cannot 
produce goods of the same weight as the English sheetings and they put in a few more reed 
and pick into the cloth which gives the cloth a better appearance. In price, they are 
just a little higher. But still because of the better appearance and the closer texture they 
are preferred to our Indian sheetin.s. Still, there is a class of people who will always 
take the Indian cloth because it is a bit cheaper. The Japanese are able to put on the 
market almost the same doth as the English cloth in reed and pick and counts and at a 
cheaper rate and that actually comes into competition with the Indian goods. 

Q. You say that Japanese sheetings are distinctly superior to the Indian but not quite 
so good as the English f 

A. Yes, and that comes nearer to the price at which Indian mills try to put their goods 

the market and it is preferred, and therefore we arc suffering a severe competition 
from the Japanese than from the English goods in that respect. And there are other 
classes of goods like drills and such like things where the Japanese compete with us very 
niu h- Pepperell which is an American drill is much higher in price than other drills. 
But there are classes of people who will always wear it. 

Q. Would you say from your experience that the competition between Indian, English 
and Japanese goods is greater than it is usually thought to be f The point of view that 
baa been put before us is that there is really very little competition between Indian and 
English goods. 

A. That is true as I pointed it out to you just now. I said that because they were 
higher in price these three goods did not compete with one another. There is a big 
margin between the Indian and the English sheetings and the Indian mills can stand 
that competition. But in the Japanese case, they are better in quality and cheaper than 
the English and therefore they compete with us more than the English ones. 

Q. What I would like to find out if possible is how much ol the English stuff that comes 
in is made from yarn undei 40s, 

A. All sheetings are made under 40s. 

Q. All the English sheetings ? 

A. Yes. 

Q. And what other class of goods ? 

A. There are some dhoties made under 40s. 

Q, Any shirtings J 

A. Yes ; not aU. 
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Q. Not all, or not muoh ? 

A. Not much. 

Q, Anything else ooming from England ? 

A. There are certain varieties of cloth that you cannot classify exactly in that fashion 
But I think the majority of the grey goods are made from counts below 40s. 

Q. Even the English ? 

A. Yes, 

Q. As regards the Japanese goods, would you say that much of their stuff is below 
30s ? 

A No, except for the towels and suoh like things. Their drills are below 30s 

Q. The bulk of their competition is in oounts between 30s and 40 b. 

A. Yes. 

Raja Hari Kishan Kaul. —When did you sever your connection with the mill ? 

A. About five or six years ago. 

President. —You have been keeping in touch with the industry since then ? 

A. Yes. 

Raja Hari Kishan Kaul. —How long did you go on with your mill ? 

A. For a short time. 

Q. About a year ? 

A. Yes, it was merely a dyeing and bleaching one. 

Q. You worked it for about a year ? 

A Yes. 

Q. And then why did you give it up ? 

A, Because I oould not stand the finance. 

Q. Could not pay interest ? 

A. No. I oould not. 

Q. Since then your knowledge of the eloth market has been obtained from what you 
have seen casually ? 

A. Yes, since then. 

Q. There is practically no import of grey ohadars from Japan ? 

A. I do not think there is so muoh as to be any real competition. 

Q. All the grey chadars oome from the United Kingdom ? And grey sheetings come 
mostly from Japan and not from the United Kingdom ? 

A. That depends upon the classification of sheetings and shirtings. 

Q. In the Sea-borne Trade Statistics more than 34 million yards of what is registered 
as grey sheetings came from Japan last year while only about 112 thousand came from the 
United Kingdom. So the competition would appear to be entirely with Japan ? 

A. Between Japan and England there is a tremendous competition. Between English 
and Japanese goods in our market there is competition. 

Q. In grey goods, particularly grey sheetings, there seems to be competition between 
India and Japan, not between Japan and the United Kingdom. Is it so ? 

A. No, I think there is between both. 

Q. The imports of grey sheetings from the United Kingdom are very small ? 

A. But they have been reduced. If you look at the figures ten years back you will 
see quite a different story. 

Q. I do not think they are much. There have been attempts to manufacture drills 
more or less of the same type as those coming from Japan ? 

A. By whom ? 

Q. By the mills here. 

A. Yes. 

Q. Do you think they have been successful ? 

A. There was a time when there was a great demand for this during the war, and 
immediately a fter the war, but now the price has been such that the Indian mills have 
been obliged to stop that particular sample of drills. 

Q. So they are not making them ? 

A. They are making them but not to the extent as they did during the war and imme¬ 
diately after the war 
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Q. Are you aware that they are now trying to imitate a certain kind of Japanese 
drill ? 

A. Yes, every mill I think is making Japanese drill. I won’t call it imitating them. 
This comes in the course of c oth they have to manufacture. The auestion of imitation 
depends upon as to who was the first in the market, and who followed. There are mills 
which have been producing it from 1880. 

Q. My point is, have they succeeded in placing on the market drills which are as good 
and attractive as those produced by Japan V 

A. Some mills have made very good drills, but still in my opinion they have not 
come up to equality with the Japanese in get-up and other things. 

Q. As regards cost ? 

A. Each one knows what it costs him, but I dare say taking into consideration all 
things, if Indian mills were to attempt to manufacture equally good stuff, they would never 
be able to put it on the market at the price at which Japanese mills have been doing. 

Mr. Majmudar .—Evidently there Beems to be some confusion about the word 
‘ sheetings.’ 

A. We get samples and we get them analysed and so far as shirtings are concerned 
they seem to be from 40s to 44s and 36s to 40s, while all the sheetings are of coarser 
counts. 

Q. There are shirtings of 24a and 30s also. 

A. There is a good deal of oonfusion in shirtings and sheetings and longcloth. 

Q. Sheetings are generally of 14s to 15s and 16s to 17s counts T 

A. Yes. 

Q. Those are generally of Japanese make I 

A. Some of English make also. Horrocks sheetings are sold in the market. 

Q. They are of the same counts ? 

A. I have not examined them so minutely as to find out the counts. The Horrocks 
sheetings have been coming for the last 15 years and it is even now coming and there is a 
class of people who will wear it and none other. 

President .—As regards internal competition, Mr. Baptista, I see you consider the 
Bombay Mills are suffering beoause new mills have been ereoted upcountry. 

A. Yes. 

Q. Do you consider that the competition of the upoountry mills with the Bombay mills, 
contributed to the present depression in Bombay ? 

A., Yes, absolutely. 

Q. Which do you consider the greater factor, tho competition of upcountry mills or 
the competition from Japan ? 

A. I think the competition of the upoountry mills. 

Q. The Bombay mills are still producing rather less than half of the total production 
of India. ~ 

A. That is true. But the upcountry mills are so situated that they have got cortain 
natural advantages. The Bombay mills had certain advantages in some markets before, 
now mills have been planted in those very places where we used to supply the 
goods, or at a little distance from them. So they have got advantages. They have got 
advantages in the price of cotton which I have worked out would be nothing less than 
Rs. 30 a candy. The upcountry mills situated in cotton districts have an advantage of 
Rs. 30 per candy. And that is a very big difference. Because a mill 0 f an average size 
would consume between 500 to 800 candies a month. Then they have a saving in 
freight. 

Q. That is only $ anna a pound on cotton ? 

A. Yes, that is one advantage. They save in freight. The Bombay mill has to send 
its goods to the Punjab. But a mill erected at Indore has to pay only half the amount 
of frei ht because oi the shorter distance. They save in freight there and I think they 
have slightly cheaper labour and they have not got such heavy incidence of municipal 
and other taxes which weigh down the Bombay mills considerably. All these would 
come to more than an anna a pound. 

Raja tiari Kishan KavX .—Have you worked out this advantage of the upoountry mills 
in figures ? How do you arrive at Rs. 30 a candy ? 

A. In point of fact many of them get their cotton without being pressed. There is 
the pressing charge there. There is one mill at Hubl', and there are other mills which get 
their cotton in docras (i.e., hall pressed) instead of full pressed bales. 
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Q. Perhaps one mill ? 

A. A good many mills. A mill situated in a cotton district has many advantages. 
It saves freight. 

Q. Do you know of any other mill that takes impressed cotton ? 

A. Many mills. 

Q. Have you worked out the difference in freight 1 

A. Yes. About Its. 12 per bale is the freight from Hubli or Dharwar to Bombay. 

President. —Rs. 21a candy ? 

A. Then, there is the charge at the jaitha where they send it for Bale. 

Raja Hari Kishan KaiU. —So that the Hubli mill will save that ? 

A. Yes. 

Q. Any other saving ? Have you worked out any figures V 

A. Not for the purpose of giving you. 

Q. Can you work them out and give them to us ? 

A. Yes. I will give them to you in detail. 

Q. You say the upcountry mills have got up-to-date labour-saving machines ? 

A. Yes. They are of the latest built types. 

Q. In what department ? 

A. Blow room for instanoe. There is not much hand work there. Everything is done 
by automatic arrangements. They have been put up in the latest style. 

Q. Is there any difference in the cost of machinery ? 

A. Well, if anything, I think the present prices are against machinery. 

Q. These upcountry mills were put up during the last few years, and I suppose at a 
very high price 1 

A. Yes. 

Q. Will that be a disadvantage ? 

A. In one way it would be, but that is only once. It is not a recurring cost. 

Q. The interest charges ? 

A. The interest charge, I quite admit. 

Q. The interest comes every year ? 

A. Yes. I do not think that the difference will be such as to make up for the saving 
that they had got. 

Q. Have you examined that ? Have you taken all these points into consideration 
in saying that the upcountry mills havo a distinct advantage ? 

A. I have not. But many people have spoken as to how the mill in Indore which was 
put in 1921 with about 30,000 spindles and 800 looms had made Rs. 8,30,000 profit. 

Mr. Majmudar. —That is under different conditions. 

A. What aro the cirourastances ? 

Q. 14 hours’ work. 

A. Only 12 hours’ work. 

Q. You mean an average of 12 hours ? 

A. Yes, of course. 

Q. They have no electrio light ? 

A. No. 

Raja Hari Kishan Kavl. —You havo not looked at all these points ? We should like 
you to go into all these points, so that we may be able to judge for ourselves how far 
upcountry mills score over Bombay and how far Bombay has got advantages against 
upcountry mills, 

A. YeB. 

Mr. Suhba Ran. —You say “ it is the handloom industry which suffers competition 
and requires protection”. Competition from whom ? 

A. Prom the mills. 

Q. I thought you meant English competition. In answer to Question 38 you say 
“ I do not think that there is much competition. Each manufactures a distinot class 
"of goods”. Then you speak about the handloom competition. If the mills are not 
producing similar goods how can they competo with the handloom industry ? I thought 
you meant foreign competition. 

A. What I mean to say is that the mills manufacture a different class of goods from 
what the handlooms manufacture. But there are certain cases where they do compete 
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with the handloom industry and what was in my mind at that time was that at one 
time the handloom did ail the saris which to-day have been taken up largely by some ol 
tho mills in India and therefore the handloom industry is suffering competition. Then, 
the khadi whioh was mostly hand-made khadi is not manufactured by the mills. That 
is what I mean. 

Q. This is the line of goods in whioh they compete ? 

A. Yes. There is no competition between handloom and power looms as such; but 
in certain classes the handloom experiences competition from the Indian mills. 

Q. In what sorts ? 

A. As I have mentioned, saris and khadis. There are certain classes of goods which 
no power loom can manufacture and they must necessarily be manufactured by the 
handloom. 

Q. It cannot be standardised ? 

A. Yes. 

Mr. Majmudar. —How many mills are getting an advantage of Rs. 30 a candy over 
Bombay ? Let us take Ahmedabad. It purchases cotton from which oentres ? 

A. Kari, Broach and all places above Kathiawar. 

Q. Do they purchase from Hubli ? 

A. Not to my knowledge. 

Q. American 1 

A. Yes, they do. 

Q. Cambodia ? 

A. Yes, for the higher classos. 

Q. All this cotton has to be got from a groater distance than Bombay 1 

A. Yes. 

Q. Whereas for Gujarat cotton the freight to Bombay as well as to Ahmedabad will 
be the same. If anything, it is nearer for Bombay. 

A. Yes. 

Q. So in the case of this cotton, the Ahmedabad mills have to pay a higher 
freight ? 

A. But they stick to such cotton as is nearer and which comes cheaper, providod it 
serves their purpose. They may go in certain cases for other cotton ; but they try to 
avoid that as much as possible. 

Q. Have you any idea as to which cottons Ahmedabad mills require for spinning 
according to their present requirement ? 

A. No, I have no idea at all. 

Q. From what little we saw, we found that they were going more and more into finer 
and medium counts and that they have boon using the Cambodia, African, Sind-American 
and all such qua.ities of cotton to a great extent. In the case of all tn.so cottons they 
stand at no advantage over Bombay ; on the contrary they stand at a disadvantage, 
in having to pay a higher freight. You agree to that ? 

A. Yes, if that is so. 

Q. Then let us take the question of coal. In the matter of coal, Ahmedabad is at no 
advantage over Bombay. 

A. Yes, I think so. 

Q. Then, with regard to stores also, Ahmedabad is at no advantage over Bombay. 

A. No; but at a very little disadvantage. 

Q. A mill may pay Rs. 10,000 or Rs. 20,000 a year in railway freight. It depen 
on what quantity of stores it consumes. 

A. Yes. 

Q. Then, we next take up the question of labour. Bombay labour is oertainly mere 
efficient than Ahmedabad labour. 

A. I do not think so. 

Q. You think Ahmedabad labour is more efficient ? 

A. Yes, because it is a more stationary labour than Bombay labour. Bombay labour 
is more of a migratory character and they always take a pretty long holiday every year. 
My experience in the weaving department is that when two men manage a pair of looms 
every year, one goes for a holiday and there are many such in Bombay. 

Q, Have you had any experience of the Ahmedabad mills T 

A. No, I have not. 
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Q. Then, Ahmedabad mills have to keep a bigger amount of cotton than Bombjy. 

A. They oan hedge. 

Q. That is a different thing. I take into consideration the usual conditions. 

A. I have known certain Bombay mills keeping as muoh cotton as any mofussii mill. 
It depends upon the finance of each one. 

Q. That is not for all varieties. Bombay mills have to keep only some warp cotton. 
Ahmedabad mills have to keep stocks of all varieties. They have to provide a bigger 
oapital and there is further the risk of depreciation also. 

A. Therefore they could hedge it. 

Q. Very few mofussii mills do that. If you take into account all these considerations, 
do you think Ahmedabad mills have any advantage over the Bombay mills ? 

A. Yes. Even if you take all those into consideration, they are centainly at an 
advantage. It may not be as muoh as I have mentioned. Some may have more and 
others less. But they are all at an advantage over the Bombay mills. 

Q. Further if you take Nagpur, excepting coal, I do not think they are at any special 
advantage. For instance, they may be purchasing a major portion of their cotton from 
the Central Provinces; but they also purchase from the Nizam's dominions. When they 
have to send goods they have to send by rail to long distances, whereas Bombay oan send 
goods by sea to Calcutta, Madras, etc., at a very nominal freight. 

A. But still, Nagpur is centrally situated. 

Q. But the railway freight is always dearer than the sea freight. 

A. That is of course a fact. What do you want to infer from that ? 

Q. What I moan to say is that the advantage that you have mentioned as regards 
railway freight is not common to all centres. 

A. But you are forgetting one very important fact that, although they have to pay 
freight, they sell their goods very much in the local markets which saves them all the 
freight. But in Bombay you cannot sell directly to the consumer. 

Q. In which markets are goods Bold by the Nagpur mills ? 

A. As far as my knowledge goes, they have standardised their rates and in all the 
markets they sell at the same prices. Whether you have to sell it at Berar or at Tuticorin, 
the prioe is the same. 

Q. That is a different matter. 

A. But it is a matter which is worth going into. 

Q. You say that is an advantage in their ease ; but really speaking they are not taking 
advantage of the local market, because they are charging the local market a higher price 
relatively, because they add to the price a certain amount due to the freight on goods 
consigned to other markets. 

A. That is much lower than if the goods were to go from Bombay. 

Q. That is only for part of the goods. But they have 50 shops in different centres ? 

A. One hundred and ten. 

Q. And if they were able to sell a large part of their produoe in the local market, they 
would not care to have 110 shops. 

A. It is a pretty large mill and they are not making large contracts and giving thoir 
goods in the hands of a single merchant to distribute them. 

Q. Most of the Ahmedabad mills sell either in Cawnpore or Madras or Calcutta 1 

A. Yes. 

Q. And for these they have to pay a higher freight especially to Calcutta and Madras * 

A. Yes, only to Calcutta and Madras, 

Q. And most of their goods are at present sold in those markets ? 

A. I have no knowledge on that question. 

Q. Then, you refer to the competition between handlooms and power looms and 
you instance khadi. You remember khadi was made on handlooms years back before 
power weaving was extended to a great extent but that for the last fifteen or twenty 
years they have given it up ? 

A. Yes, but only to start again. 

Q. So, the competition in khadi is not new. 

A. Of course not. Therefore I say they always require protection. 

Q. And so with reference to ohaddars and other varieties. 

A. Yes. 
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Q. Even as regards the manufacture of sarecs, the mills have been doing it for 20 or 
26 years ? 

A. Yes. 

Q. So the competition is not new ? 

A. No, I do not maintain that at all. That is not my standpoint. 

Q. Then, with reference to the new mills having advantage of the latest machinery, 
how many new mills have been erected 7 

A. There is the Model Mill, the Indore Mill, the Sholapur Mill. You must take those 
mills as modem. Also the Vishnu and the Lax mi Mills. 

Q. The Vishnu mill was started in 1906. 

A. Unfortunately I have not got the Millowners 1 Association’s Report. But if you 
look to the figures from 1914 to 1921, you will find a number of spindles and looms 
have been added in the mofussil. 

Q. Because new mills have been put up, it does not necessarily follow that all have 
adopted these improvements. 

A. Certainly, when people put new things they do not want to go into old, antiquated 
things unless they have no knowledge. 

Q. From the Millowncr’s statement you will see that Bombay also has put in & 
good number. 

A. They are mostly extensions. From 1914, no new mill has been added. 

Q. If you see some of the mills, I am sure you will change your opinion 

A. Of course in the case of big mills, your opinion is quite correct. 

Q. What I mean to say is that the advantage which yon consider these new mills 
have got to the extent of Rs. 30 a candy, would dwindle, I think, to practically nothing or 
would even be the reverse when you take everything into account—interest or 
depreciation on capital, etc. 

A. I beg to differ from you on that. I would like to sit with you and work out the 
figures. 

President. —Mr. Majmudar will be pleased to do that any time when you are free. 

A. I am free at any time. 

Q, I shall be glad to go into the matter. Then with reference to the question of 
storage of unbaled cotton, you know it is more liable to catch fire 7 

A. Yes. 

Q You also know that the insurance rates generally, even for the same class of building 
and especially godowns, are more for the mofussil mills than for Bombay mills. 

A. Yep, it is so. 

Q. Even there, the mofussil have to suffer, 

A. Yes, a little. 

Q. The mofussil mills do not get the same banking facilities. 

A. But they have local people who largely deposit their money. 

Q. Not at all mills ? 

A. Such mills in which they have confidence. 

Q. Do you think the mofussil mills pay more attention to the requirements of the market 
than the Bombay mills ? 

A. I oould not make that odious comparison. 

President .—Do not call it an odious comparison. It is a point on which we want 
information. 

A. You cannot make a genera 1 assumption of that kind. There are certain mills here 
which pay very great attention to the market, and some who have the laissez-faire 
policy. 

Mr. Majmudar .—We are talking of the majority and not of individual mills. What 
is your general opinion ? 

A. My general idea is that they do not take sufficient pains to look after the require¬ 
ments of the market 

Q. Bombay mills do not ? 

A. Yes. It is only an impression But if you are to take each individual mill they 
■say they certainly do. 

Q. Whereas the mofussil mills do come in greater touch with the merchants ? 

A. Yes, they do. 
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Q. And therefore they are able to manufacture cloth which is easily absorbed ? 

A Yea, that is an advantage to them. 

Q. Can that be one of the reasons why they are able to dispose of their goods quickly 
and perhaps at a profit ? 

A. Yes, one of the reasons. 

President .—In the next seotion, you commence by saying that mills are generally not 
managed with economy and efficiency and there is ample room for improvement. 
Would you enlarge on that point, Mr. Baptists, stating in what directions you consider 
there is room for improvement ? 

A. T think in the employment of the number of hands in the first place. They are also 
top heavy. 

Q. Taking the points one by one, firstly the employment of the number of hands, 
in what direction is there room for improvement there ? 

A. I think there are more hands employed than are absolutely necessary for the 
running of the mill in Bombay ; and that is also due to the fact that they get a large 
number of absentees and to make up for that they have to employ a larger number of 
hands. 

Q. How oan they be reduced ? 

A. Inasmuch a3 they think that, if a man is absent it does not matter, there is another 
man in the service who could come in, it does not matter. With stricter supervision 
over the workmen they will be able to reduce the absentees and thereby the number of 
hands employed. 

Q. You say stricter supervision ? It is a little difficult to see how that would work. 
Can you explain it a little further 1 

A. What I mean to say is this : that the Bombay mills employ a large number of hands 
and that is simply due to the laxity of their attendance and also when they are in the nills 
they waste a lot of time : and with greater supervision in this matter and with more 
strictness, they would get the same men working better, with the result that they could 
employ at least 10 per cent, less hands. 

Q. I cannot help thinking that if it were possible for them to do so they would have 
done something more than they have done in that direction. 

A. Yes ; hut the millowners are not very much in touch with the internal working of 
the mills. 

Q. You think they could do without this allowance of 10 per cent, for absenteeism ? 

A. Yes; and I think that now that they are feeling the pinch, they are doing it and 
several mills have reduced their hands. If those mills could reduce now, I do not see 
why they could not have reduced five or six years ago. There is retrenchment policy 
going on just now. It is always when you are making money that there is no retrench¬ 
ment policy and surely this polioy is adopted not with a view of making it more inefficient 
but more efficient. 

Q. Do you consider there is any prospeot of getting the mill operative to look after 
more looms and spindles ? 

A. That is a debatable question. In order to know the capacitv of the Indian workmen, 
it would be better for mills to bring out about half a dozen workmen from England and 
make them work side by side with the Indian workmen. Then they would know exactly 
the capacity of Indian workmen. It is all talk just now, but no practical proof on that. 
There are certain men who have come from England and who say that we do not give our 
workmen sufficient up-to-date facilities to make them run the loom as efficiently as 
a weaver in England. They say the tacklers or jobbers are very inefficient: and they 
do not tune the looms'in such a way as would work well. In England the weavers would 
absolutely refuse to work a loom whioh is worked by an Indian workman. 

Q. You speak from special experience ? 

A. Yes. 

Q. You know about this as a weaving master T 

A. Yes. They are inefficient; there is no doubt. 

Q. What was the next point f 

A The question of the consumption of the stores. They could certainly make a great 
deal of saving there. 

Q. In what direction ? 

A. In the usage and in the knowing why and wherefrom it is not giving out efficient 
working. I do not say all the mills do not do it. I think even in the purchasing of 
stores they could make a certain amount of saving. Some go in for cheap and nasty 
goods. 
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Q. What is the next point ? 

A. Then I think there is a lot of wastage of the material itself owing to the inefficiency 
of the workmen. That causes more wastage in an Indian mill than in an English mill 
and with stricter supervision this might be reduced. 

Q. Wastage of what 1 

A. All material, cotton, yarn, stores and all such things. 

Q. You say, “ to a great extent the present difficulties of the mills are due to heavy 
expenses made when the price of land, building, and machinery was at its highest value.” 
But there has been no new mill put up recently when the price of land and building were 
at their highest value. 

A. In 19 you will find that the spindleage was about 3,COO,000 and in 1924 it is about 
3,400,000. There has been an increase of 418,000 spindles, and taking average of 30,000 
spindles jou have got 13 new mills practically put up and 22,000 looma have 
been increased in Bombay. 

Q. You consider that means a certain amount of building T 

A. Certainly, they cannot be put up on the streets. 

Q. No, I did not suppose they could. But what I was about to ask you was whether 
they could not put them in the existing building ? 

A. No, I do not think they could. Buildings are built to requirements, I have known 
of mills which purchased land at Rs. 30 and Rs. 35 per square yard and paid as high as 
Rs. 900 a loom and Rs. 28 a spindle. 

Raja Hari KUhan Kavl .—You complain generally of the inefficiency of management 
of mills. Can you give us any comparative figures from your own mill when you managed 
it and from the mills as they aro generally managed ? 

A. It is very difficult to get the figures from other places. Every one thinks himself 
to be efficient and all the others inefficient. 

Q. I dare say with your experience you tried to work aB efficiently as possible ? 

A. As far as the management could permit me to do so. 

Q. Could you give us any idea of the difference in the number of men employed by you 
and by other mills ? 

A. No, I do not think I can. 

Q. You want stricter supervision and you think that will reduce the number of 
employees ? 

A. And specially so now when they have to work only ten hours a day. 

Q. You think by any kind of supervision you can rapidly change the habits of the 
people 1 

A. No. A beginning must be made, 

Q. You say a beginning has been made by certain mills ? 

A. Yes, some of the mills have made it. 

Q. Can you give us any idea of how many have reduced workmen, and what 
percentage 1 

A. I cannot get those figuros because they will never be available for us. But making 
genoral enquiries, I have heard a large group has considerably reduced the number of 
hands—a group that manages about 13 or 14 mills. 

Q. Making enquiries from whom ? From the management ? 

A. Not from the management. They won’t give us those figures. I see a number of 
people asking for jobs and I asked them where they were and why they were out, and they 
gave me some information. 

Q. You collect information from the workers ? 

A. Yes. 

President. —Mr. Baptista being an ex-manager, must know many men in the mills. 

A. I will not be able to produce any statistics, because I am not in touch sufficiently 
direct. 

Raja Pari Kishan Kaul .—That is your general impression ? 

A. Yes. 

Q. Roughly speaking, what reduction have they made ? Can you give us any idea ? 
Say, 5 per cent, or 2 per cent. ? 

A. I have only heard they are making a reduction now, because they cannot stand 
the present oompe.tition. 
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Mr. Subba Bao. —In reply to Question 43, you say there are certain millownere who are 
also cotton dealers, millstore dealers, machinery dealers, eto. You mean agents or mill 
owners ? 

A. Mill agents. 

Q They are also cotton dealers ? 

A. Yes. 

Q. In a regular way ? 

A. No, those who have got gins and presses. 

Q. Of their own 1 

A. Yes. I have got a special memorandum for that purpose. 

Q. Is it your suggestion that the cotton for these mills is bought by the managing 
agents through their own firms ? 

A. Yes, 

Q. Would you give us the names confidentially ? 

A. Yes. (The names were written down and handed over.) 

President. —Is this memorandum confidential ? 

A. Yes. But if you want to question me I can answer you. 

Mr. Subba Bdo .—In answer to Question 47 you say that very handsome dividends 
were paid and the big depreciation and reserves were immediately invested in fabulous 
prices for land.You mean extensions ? 

A. Yes. 

Q. Were there very many such cases ? 

A. There were three or four 

Q. We know that one at least made a bad speculation. 

A. Not purchasing mills outright but oven in extensions. 

Q. They paid heavily for land and it has now gone down in value ? 

A. Not only land but machinery too. 

Mr. Majmudar. —Is there any stoppago of machinery at present due to bad 
trade ? 

A. Yes. 

Q. Is it more in spinning than in weaving, or in both ? 

A. In weaving, and naturally the spinning has to be stopped. 

Q. There are certain qualities which are not manufactured and consequently looms 
have to be stopped ? 

A. Yes. 

Q. As a consequence some of the spinning machinery has to bo stopped ? 

A. Yes. 

Q. Do you consider the retrenchment that is being made at present in cortain oases is 
due to the stoppage of machinery ? 

A. No. Apart from that. 

Q. It is over and above that ? 

A. Yes. 

Q. To what extent do you think the mills have been able to retrench 't About 6, 10 
or 15 per cent. 1 Firstly in the supervising staff. 

A. Taking all in all. One mill might remove the top heavy men. Another may not 
have followed exactly the same method. So you cannot say exactly what reduction was 
made in each seotion. But on the whole I think at least 2 to 2) per cent, reduotion has 
been made. 

Q. It is not in the case of those people who are minding the machines ? 

A. No, that cannot be. 

Q. It is only in the case of the extraneous people ? 

A. Yes. 

Q. When you say that it is possible to reduce 10 per cent, of the labour force you also 
refer to the extraneous people ? 

A. No. 

Q. You refer to the machine people only ? 

A. Yes. A man may be given a few more spindles to mind and so on. Make them 
more efficient, because they have to work shorter hours than before. 
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Q. In the case of the spinners. I think they are at present minding one side ? 

A. Yes. They may mind two sides. In fact tho Morarji mill has got a good number 
that manage two sides. 

Q. Does not production suffer in that case ? Does it not lead to more waste ? 

A. If efficiency increases, I do not see why production should suffer. 

Q. Efforts made up till now in that direction have always led to increased waste 
and lower production ? 

A. Not always. I do not agree. 

(),. To a great extent ? In the majority of ease3 ? 

A. Yes, because of the supervision. 

Q. What is your experience in the case of people working single looms and people 
working double looms ? 

A. I do not think any mill in Bombay works single loom. All work double. There 
was a time when a single loom was merely given to a learner. 

Q. And then a learner was able to give tho same production as an efficient man or man 
with experience ? 

A. I do not think so. If there was a little advantage for a single loom it is not worth 
considering now. 

Q. To the extent of 10 per cent. ? 

A. I do not think so. You can hardly get half a pound extra on ten pounds production. 
That is about 5 per cent. 

Q. Do you think the weaver would be able to mind more than two looms ? 

A. Two, three or four. 

Q. He can mind four ? 

A. If you give him the conditions. A weaver in England has very much less work to 
do compared with the Indian weaver’s work. 

Q. That is also partly duo to the fact that we are on coarser counts ? 

A. Yes. Let those people be brought out and put on tho same conditions and let 
them show results to us. 

Q. That is a matter of trade conditions. If the market requires coarse qualities, the 
mills have to manufacture coarse goods. 

A. The market also takes their qualities. We are trying to go onto their qualities. 
Therefore we must give their conditions. 

Q. You mean when we commence to go on fine or medium goods we might try the 
experiment of giving more looms to each workman. 

A. Certainly. 

Q. Are there any mills at present working on 50s, 60s and 70s T 

A. Justafew. 

Q. Have they tried that experiment ? 

A. No. It is too soon. In six months time you do not-expect the workmen to be so 
competent as to tako up four looms. They are trying the experiment of giving the 
assistance of small hoys. 

Q. I think that experiment was tried in Ahmedafcftd also ? 

A. Yes, I think so. 

Q. Do you know that the work pcoplo are already complaining about the strictness 
of the supervisors ? 

A. It is a very common thing. 

Q. If as you say the supervisors and agents are more strict, would that not lead to 
strikes ? 

A. We should not be frightened by these things. A right thing is a righf thing 
after all. 

Q. For example you say that you should be more strict. But the complaint as I hove 
said is that no latitude is allowed to the workmen. 

A. What I mean to say is that there is no such thing as asking for leave in the Bombay 
mills. They stop away whenever they want to without giving any intimation, and 
sometimes we have got no men to take their places and we do not I now whether a man is 
coming back. The result is production suffers. This is a great drawback. If we only 
make a rule that every man must come and take his leave as they do in England, I do 
pot say there is no difficulty about it, that would he not much of strictness. 
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Q. What percentage of people would be remaining absent like that ? 

A. 10 per-cent. Nobody in my time ever sent a letter to say that he was absent. We 
iad to find out after half an hour that the man was not there and then we had to try 
other men for substitute jobs. 

Q. How can they send letters when they are illiterate f 

A. They can send word. They do not live by themselves alone. They club 
together. 

Q. It is just possible that one man may be working in one mill and another in another 
mill. 

A. That is not so. They live very near in the groups of chawls. You will never find 
a man living on this side of tho Currie Road and working on another side. He will 
always work in a mill round about. 

Q. To what do you attribute their negligence ? 

A. They have not been made to do it. Where a man informs, he gets no advantage 
over a man who does not inform. 

Q. The man who does not inform stands to be fined ? 

A. But they do not observe that strictness. They do not fine them. 

Q. Their complaint is that they are dismissed, but not fined. 

A. Not for one or two days. If they are constantly absent, of course they will be. 

Q. You say you have to keep 10 per cent more labour due to this. What about the 
weaving shed '! Most of the weavers are on piece-work ? 

A. Yes. 

Q. You are not getting any people to work as substitutes for them ? 

A. Generally these people on pieoe-work are less absent. In fact if every spinning 
machine had a counter and the men were paid on the hanks produced on that particular 
machine you would find a great difference in your production. 

Q. Then you refer to the jobbers. If the jobbers do not attend to the looms properly, 
there is the supervisor, there is the head jobber and another assistant. When they go 
round, they would draw the attention of the weaving master to these things. 

A. Well, you know very well that sometimes you get a head tackier who cannot tackle 
a single loom. I have known of head jobbers who could never tackle a loom. And that 
is not only my experience. It is the experience of many Wen. They have to tolerate 
such men simply because of the other advantages they get. 

Q. They should not he called head jobbers, if they are not practical men ? Their 
function is different. 

A. Then that means another man. Any way you increase the number of hands and 
increase the coBt of your production. 

Q, You require some people to recruit hands, and therefore you should consider these 
men as doing that work. 

A. If you could combine both into one it would certainly be better. 

Q. How is it possible ? 

A. Why not ? 

Q. You do not expeot a workman to be every day on duty and to remain in touch with 
labour and get you labour as wanted T 

A. There are suoh men too. 

Q. Is it your opinion that in spite of the availability of such men, tho mills do not 
employ them and employ the other people who do not know practical work ? 

A. What I mean to say is that there is nothing here, no system whereby you can know 
one efficient tackier from another. They are simply made tacklers from the certificate 
of a weaving master saying that he has been working as a tackier. If there was some 
examination to be passed by these people you would oertainly get a better class of 
tacklers. 

President .—What is a taokler exactly ? 

A. He has charge of 40 to 00 looms. He has to put the looms in such order that the 
weaver can work it easily. Supposing a mill has got 400 looms there will be 10 such 
tacklers managing these 400 looms, and each one of them will have 40 looms. And 
in 40 looms thero will be 20 men working. He has to bring the beam, put it on to the 
loom, adjust all the parts and make it go. 

Q. Is he the head of these people who work ? 

A. Yes. In the past they were taken in merely because they could bring the men 
in to work on the looms and not on account of their knowledge of looms, 

jto r 422—13 
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Mr. Majmudar .—Particularly so when there was a shortage of labour. 

A. Yes, these men are not weeded out because they have had their positions for years. 

Q. They also earn on the production of looms ? 

A. That is true. 

Q. If the production suffers, it means a lower wage ? 

A. Yes. 

Q. It has been the experience at some of the mills that tho weavers complained when 
tacklers did not know their jobs ? 

A. Yes ; now they are getting more articulate I dare say, but not to the extent that 
one would wish. After all they are dependent for their bread on the tackier. One 
is afraid that he may be discharged should he complain. 

Q. Is it your opinion then that these people ought to be better trained ? 

A. Yes, that is my definite opinion. 

Q. What sort of training and for how many years ? 

A. They may have their training in the mills but they should be at least examined 
by an independent body whether they are competent or not competent and they should 
be given certificates, and on these certificates they should be engaged, and not merely 
on the certificate of a friend. And very often they pass certificates from one to 
another. 

Q. You mean they transfer the certificates from one to the other V 

A. Yes. 

Q. So you would introduce a system of putting in the photographs 1 

A. Exactly, that is in my mind. 

Q. What about the supervisors ? 

A. They ought to be tested too. 

Q. The supervisors are generally recruited from tho better class of people ? 

A. Yes, from the tacklers. 

Q. Not from Matriculates ? 

A. I have not heard hero of a supervisor being a Matriculate. Those technical boys 
are taken immediately as assistants. 

Q. You reler to the hoys from tho Victoria Tochnical Institute ? 

A. Yes, they go directly as assistants. They will not go as anything lower. 

Q. The supervisors also have not got much technical knowledge ? 

A. They have not. 

Q. They are the people who have generally taken practical training all their life ? 

A. They are working but have not had training as such. 

Q. Whom would you prefer, a man who has completed the tochnical course and done 
practical work, or a man who has done only practical work in the mill ? 

A I would like one who has done both theoretical and practical work. 

Q. Those people do not take off their coats ? 

A. Yes. That is the complaint, but you will get people who will take off their coats 
and have also attended colleges, and these are the people who shine. 

Q. Do you think it is possible to give a theoretical training to the workmen ? 

A. Yes, wc did attempt it at the Morarji Mil] and they appreciated it. Mr. Mosod, the 
Weaving Master, used to run a class for them and he used to explain to them the different 
parts. The tacklers did appreciate it. They said they learnt something which they 
had never known before. But you do not get many weaving masters who take that 
trouble. 

Q. Then with reference to the question of the consumption of stores, generally each 
mill has its own standard. The mills in the same area know about ono another’s con¬ 
sumption, 

A. I won’t say it is known but generally the consumption is about near one 
another. 

Q. So in the matter of consumption of stores, there would not be much margin for 
reduction 1 

A. But every little adds up and in a big concern every little is a great thing. 

Q. I do not mean to say that efforts should not be made but what I am trying to find 
out is, whether there is any big scope for reduction there. 

A. If you want a big scope for everything, you cannot get it. But every little thing 
adds up. 
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Q. Then with reference to the question of purchase of stores, do the agents generally 
make purchases in consultation with the heads of departments ? 

A. Yes, but not always. 

Q. And in case bad or cheap stores are purchased, the weaving master or the spinning 
master, whoever is responsible, makes a oomplaint T 

A. Yes. 

Q. So I do not think the agent would continue to purchase such articles. 

A. It is not always heeded. They always think there is some sinister motive 
in it. 

Q. But does that happen continuously or rarely ? In moBt of the stores there are 
standard qualities which are generally used ? 

A. I could not say. In fact for one kind of stores there are many qualities. 

Q. Is it not the practice with the majority of mills to teBt the various qualities ? 

A. No. 

Q. Do they stick to one quality only f 

A. Yes, sometimes there is not much latitude for testing. 

Q. Why? 

A. Because they always purchase the same article from the same firm. 

Q. Supposing some change was made in the matter of purchasing stores, how much 
would the reduction in the consumption of stores oome to for a mill of 30,000 spindles 
and 1,000 looms ? How much saving could be effected ? 

A. Well, you can easily get a saving of a couple of thousand rupees a month. 

Jfr. Majmudar. —-That may be in the case of some mills. 

A. Yes; not all of course. 

Q. That will be the highest ? 

A. Yes. 

President. —As regards the two notes you have putin, I do not think there is anything 
in them that we have not got from other sources. I think it would be useful to have 
them on our record, if you have no objection. 

A. I have none. 

Q. You say “ most of the millowners are also insurance agents. They are allowed by 
the under-writers to pay 26 per cent, to the mills whilst mill agents are allowed 42| to 
45 per cent.” Does that mean that the mill agents get the 17J per cent. ? 

A. Yes. 

Q. Then you say “ Several mill agents have opened their own houses in England for 
purchasing stores. ” Are you sure that there are several ? Ab far as I know there is only 
one. 

A. More than one. 

Q. There is nothing confidential about the fact. Messrs. E.D. Sassoon & Co. have 
their own house in Manchester for their own business. Are there any others ? 

A. The Swan, Finlay, Sholapur and Morarji. 

Mr. Majmudar. —But we do not purchase all these articles. It is your view that the 
brokers who buy cotton get too high a commission ? That of course is the complaint. 

A. Yes. 

Q. Their commission works out to about 1 to 2 per cent. One per cent, means 
annas 8 per bale. Is it not so ? 

A. Not necessarily when prices are at 900. 

President \ Rs. 1-12-0 or Rs, 2 at 1 per cent, and Rs. 4 at 2 per cent, with cotton 
at about Rs. 200 a bale. 

A. Yes. 

Q. You consider that annas 8 would be enough t 

A. Yes. 

Q. I doubt if the brokers will consent to that. 

A. It is more a sinecure appointment. 

Q. That, I think, is a matter of opinion. 

A. Yes. It would be advantageous to the mill if they had such a system. My point 
is that they should be paid per bale rather than on the price of cotton. They have no 
inducement to reduce the price of cotton, or bid down the merchant from whom they are 
buying. 

mo Y 422—13a 
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Q. One further question about the purohase of cotton. I gather from your written 
statement that you are in favour of the millowners’ proposal that there should be 
onlv one hedge contraot. 

A. Yes. 

Q. Now we come to labour. What do you moan by saying that “ some mills are top- 
heavy ” ? 

A. They have got managers, weaving masters, assistant weaving masters, assistant 
supervisors—all these over-head men—more than is absolutely necossary and they have 
been paying them very high salaries. They are not wanted for the present time. 

Q. Taking a mill of 30,000 spindles and 1,000 looms, what suporior staff do you 
consider is required to run on really efficiently ? 

A. One manager, a carding and spinning master who could be combined in one. 

Q. Are they often combined in oue ? 

A. Yes. They are often combined. Then an engineer, and a weaving master. A 
weaving master and sizing master is very often combined in one. Then if you have 
bleaching and dyeing, a bleaohing and dyeing master. But there are several r ases where 
they have separate men for these. 

Q,. What should be the numker of the superior staff required for a mill of that size ? 

A. Those that I have mentioned now. 

Q. Is that all ? 

A. That is all. 

Q. But have many mills got more than that ? 

A. That is not the point. The point is that to my mind they are paid a little too much. 
There may be a considerable reduction in all these whioh will amount to Rs. 1,000 or 
2,000 a month. 

Mr. Subba Rao.— It is a question of salary, not the number of people employed f 

A. The number of people and the number of assistants they have got. 

President. —You consider that there are too many assistant f 

A. Yes. 

Q. Is that common ? 

A. I think so. What I mean is that there is room for looking into all these matters 
and it is not merely that exchange is against us. 

Q. You say that “ absenteeism in Bombay is due to a great extent to siokness 

A. We are sufiering more from malaria than the upoountry people. 

Q. So it is not duo to the fact that they go upoountry to look after their fields ? 

A. That they do. There is scarcity at certain periods. But generally absenteeism 
is due to malaria and other diseases owing to the insanitary conditions in which 
they live. 

Q.. In the caBe of absenteeism due to that cause it is a little difficult for the operative 
to send word to the mill that he is staying ? 

A. At least the second day we could get the information ; but they never do it. 

Q. In what way do you consider that legislation has increased the cost of produotion ? 

A. The reduction of hours. 

Q. But that was already brought into force before there was any legislation. 

A. That is true. The first reduction that was mado was from 13 hours to 12 hours 
and during the boom period, the millowners could not afford to have a strike and therefore 
they willingly consented to a reduction to 10 hours and it was followod by legislation. 
If there was no legislation the mills would work for 11 hours for the same wages and 
whether they will succeed or not, it is a different matter. 

Q. I think there is a mistake ; in your answer to Question 77 you say “ jobbers are 
very efficient ”, 

A. Inefficient, I mean. 

Raja Uari Kishan Kaul .—You are in favour of a single hedge contraot ? 

A. Yes. 

Q. In the absence of a single hedge oontraot, sufficient hedging has not been possible ? 

A. No. 

Q. You ascribe the depression to that ? You say “ a great deal of the depression is 
due to notsufficiently hedging cotton 
A, Yes, 
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Q. So you ascribe the depression to this want of hedging ? 

A. If there is want of hedging, there is a sort of speculation and that brings about these 
results. In the other case though the profits may not be large, you .are sure of the profits. 

Q. But during the past two or three years, the price of cotton has been falling. 

A. And so they have suffered. 

Q. But at the same time sufficient non-speoulative hedging was not possiblo under 
these various hedge contracts. 

A. Yes. Certain jieople hedged when they saw that you could hedge things in America 
or in England. It is an international business and it is not necessary that you should 
hedge in the Bombay market. 

Q. You think people should hedge in America or England ? 

A. Yes, because cotton is an international thing, more governed by America than by 
the mills. It is left to each millowner to consider what is best for him. There was room 
for them to hedge if they wanted. 

Q. Not in Bombay. 

A. Not in Bombay, because there were three contracts which were complex. 

Q. To hedge outside would be rather going out of the way. You could not expeot every 
millowner to do that. Could you ? 

A. It is a question of study and he who understands can thoroughly do it. 

Q. In practice he does not ? 

A. No; beoauso ho has not been trained to do that. 

Q. Therefore, the conditions have been such that for want of this single hedge oontraot 
people have suffered l 

A. No. Not for want of this. They had not sufficient knowledge to take hold of 
some other facility t 

Q. It was not so easy to do that. 

A. No. There are merchants here—houses in Bombay—who take the Amerioan or 
English hedging. 

Q. Merchants ?—Not millowners ? 

A. Not millowners. Somebody else must take it from the millowners. 

Q. But you want the millowners to hedge 1 

A. Yes. There are houses in Bombay—for instance Langley & Co.—that would take 
American or any other hedge. 

Q. You think it is the fault of the millowners that they do not hedgo in American or 
other markets f 

A. That is my personal opinion. 

Q. And that has hrought about this depression ? 

A. Not depression ; but has made them suffer losses. 

Q. You attach a great deal of importance to technical education. 

A. Yes. 

Q. Which of course would take a certain amount of time to improve the efficiency of 
labour. 

A. But we are making no beginning yet. 

Q. You want a beginning to be made ? 

A. Yes; at least a beginning. 

Q. It will take time. 

A. That is to say, stages. But if you never start, you can never have anything. The 
industry is more than 70 years old in Bombay. 

Q. There are two institutions here. Do you attach any importance to them T 

A. There is the Viotoria Jubilee Technical Institute, which is a very good institution. 
But the other one is just beginning and I know nothing about it. But I think that it can 
do very little. 

President. —Why ? 

A. It is a very Bmall institution and is without any support and it is a kind of social 
organization which is more a show than an actual thing. 

Raja Hari Kishan Kaul. —Can you suggest any measures ? 

'A. Vernacular evening classes. 

Q, Attached to every mill or in a common centre ? 

A. Either in a common centre or even attached to every mill and part and parcel of 
the mill whioh has to bring its labour up. 
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Q. You think it will be popular with the mill workers ? 

A. But there will be certain people who actually take advantage. That is, they have 
got sufficient emulation in them. They will certainly try to pick up knowledge. There 
are some anxious to know and learn. 

Q. Only those can take advantage of this ? 

A. Yes; and that is enough. 

Q. You think there will be a fairly large percentage of them 

A. If you get 40 or CO out of 4,000 men, you will be doing some work. After some 
time you will have 400. 

Q. You would be content to begin with 40 ? 

A. Yes. 

Q. You think absenteeism in Bombay is due to sickness ? 

A. Yes; and there are social customs too that keep them away—funerals, woddings, 
eto. 

Q. That, I suppose, cannot be helped. 

A. No; it cannot be helped. Even for such things they will never come and ask 
for leave. 

Q. That is a different thing. But the seasonal sickness, such as malaria,—is it not 
common to almost all places even in the mofussil t 

A. I do not think so. I think you get such cases more in Bombay than any where 
else. It is an opinion of my own. 

Q. Seasonal malaria you find in most places; there is nothing peculiar to Bombay 
about it. 

A. I have not travelled much and so I cannot give much information. 

Mr. Subba Ft no. —You said a little while ago that the number of labourers is too large 
in the Bombay mills. Is that in proportion to the work to bo done ? 

A. There is room for reduction. That is what I say. 

Q. Is it special to Bombay mills or mills in India generally ? 

A. To mills in India generally. It is not peculiar to Bombay. 

Q. Then in answer to Question 71, you say “ when a bonus was given to hands, there 
was a better attendance.” Have yon got any definite information on the point ? 
Because we have been told the other way about it. 

A. What I mean to say is this. Better attendance exists. There was a register 
kept in the Morarji Mills of each and every man who put in a full month and you find 
that the man who wanted to earn bonus put in the 12 months and did not take 3 or 4 
months’ leave because that would disqualify him for bonus. That is what 
I mean. 

Q. When was this ? 

A. 1918 and 1919. 

Q. Did the system continue ? 

A. No. The bonus has been dropped. 

Q. If it was effective, why was it dropped ? 

A. That is for the millowners to say. 

Q. In your opinion it was effective. 

A. It was effective to keep them at their work. But they found it too expensive 
perhaps. When they were making profits they gave the bonus and the bonus was 
conditional on their being present for the full year. 

Baja Hari Kishan Kaul. —Do you know when the bonus was stopped ? 

A. I do not remember. I think it was in 1924 or 1925 when the mills were not making 
profit. 

Mr. Subba Rao. —That is a different bonus. I am not speaking of tbe general bonus, 
but the bonus for attendance in particular. 

A. There was no bonus for attendance in particular. 

Q. You are speaking of the genoral bonus ? 

A. Yes. That also was not successful. 

Q. Where ? 

A. In individual mills. 

Q. Can you give us any specific examples ? 

A. We allowed them three days absenteeism and we found that very few earned the 
bonus. 
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Q. So it was not effective. 

A. No ; not effeotive. 

Mr. Majmudar. —If my impression is correct, the workmen were allowed about 30 
or 40 days’ absence to earn bonus. 

■ A. Yes; one month’s absenteeism was allowed. 

Q. So, the general bonus could not have much effeot because if a man can remain 
absent for one month during the year, that means 26 or 27 days. 

A. Not that way. He could go away for one month after he puts in 11 months’ attend¬ 
ance. Then he was entitled to the bonus. 

Q. That means if he was absent for 30 days during the year, he was entitled to the 
bonus ? 

A. No. Supposing in a single month he was absent for 4 or 6 days, it was not counted. 
He was not allowed to take privilege leave for more than one month. 

Q. What we do is, we take the actual number of days of absence and see whether he 
is qualified or not. 

A. You will get very few to qualify. 

Q. A very good number earns the bonus; and then there are also those with nine 
months’ attendance, six months’ attendance and so on. 

A. Yes ; three-fourth bonus, half bonus. 

Q. So that attendance did not matter very much. They were sure of getting some 
bonus. 

A. Yes. 

Q. Then 1 will come to the question of assistants. You would not allow any assistant 
to the carding and spinning master who is looking after 30,000 spindles ? 

A. Only one. 

Q. And to the weaving master ? 

A. One. 

Q. Will not that depend on the sorts they manufacture ? 

A. Yes; that is true. But if they have efficient jobbers they would not require so 
many more assistants. 

Q. You would allow him more jobbers, a fancy jobber. 

A. No ; all this has been a later day introduction. 

Q. That is necessary, because the mills have gone in for fancy work. 

A. My opinion is that they can do this work from the same class of men, provided they 
are a little more efficient. 

Q. Would you allow him a designer ? 

A. I don't think there is so much of designing as to require a full time man. The 
weaving master can do that. 

Q. If a designer is provided, the mill will be able to produce different qualities and 
attractive designs. 

A. That is a point on which I hold quite a different opinion. We have run our fancy 
looms with a uniform staff. We did not have different men for the large number of 
patterns. We do not run our mil’s in the fashion in which they do in England. You 
never hear of a single mill having Yorkshire dressing—dressing before they are sent to the 
loonra. That is the wrong thing which prevents us from getting as many patterns as 
they get in England. Most of the mills in Bombay were started and looms put in when 
they had absolutely not a single fancy loom or fancy pattern and the men brought out to 
look after those looms were men who had knowledge only of plain weaving. When they 
were asked to do fancy weaving, they simply followed the plain method. It was not the 
right method and it went on so far that when they brought out to India fancy men they 
could not make the change towards Yorkshire dressing, with the result that we suffer in 
giving the various patterns that we receive from England or from Japan. 

Q. I am referring to the manufacture of new designs. 

A. Yes; all this is due to not giving them those advantages. It will be muoh better to 
manufacture more patterns if we had all these facilities. For what is design after all ? 
There are many book designs. 

Q. Certainly you do not expect a mill which solely depends on these book designs, 
to catch the market ? 

A. I do not see many who bring out their own prints. 

Q. If you put in a designer, he will try to introduce new designs. 

A. No. They get a pattern that is already in the market. 
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Q. Are there many mills here who employ designers 1 

A. A number of them. 

Q. And they have not been successful in bringing out new designs ? 

A. They do bring about new designs ; but what I mean is that it is not new as compared 
with the Japanese or the English patterns. If you mean by ‘‘ new ”, the design produced- 
by an Indian mill, I will admit it. But it is something which they copy from something 
else which already exists somewhere else. 

Q. Even all this work would have to be done by the weaving master ? 

A. Yes. 

Q. The next point is about hodging. If my information is correct, certain millowners 
have burnt their fingers by hedging in America and other markets. 

A. If they do it rightly, I do not see why they should burn their fingers. 

Q. It is a guess after all. 

A. No ; it is an absolute science if you understand how to do it. 

President.— -Is it not a little difficult for the milJowner in Bombay to hedge in Liverpool 
or America ? He is not on the spot. 

A. No. Everyday the cable comes to Bombay. 

Mr. Majmudar .—Who can say exactly what is going to happen i 

A. The question is not understood. You must only buy when you sell. 

Q. You mean you must have only the manufacturing profit t 

A. Yes. You speculate the other way. 

Q. And what do the local people do ? Do they speculate ? 

A. Yes. 

Q. It is not hedging that they do ? 

A. It is not hedging. It is speculation. 

Q. A man enters the market with the idea of hedging, and afterwards he speculates ? 

A. No one can prevent it. 

Q. That is a general tendency ? 

A. It may be, but that is not to say that it should be done. 

Q. You say that ths School started by the Social Service League won’t progress ? 

A. No, because the men want wages even for their children. They won’t send their 
children to school. 

Q. Is it a school f 

A. To a certain extent it is a school. I do not think they have more than half a 
dozen looms. 

Q. It does not take more than two or three months to study the running of looms ? 

A. True, but not to teach tackling and such like things. 

Q. That may come on subsequently V 

A. It is a beginning, yes. 

Q. H all the mills round about the school helped them, of course they would be doing 
much better ? 

A. Certainly; it is to their advantage. 

Q. Then you refer to evening olasses, What hours would you run them ? From 
what hour to what hour ? 

A. From 7 to 9. We tried to open evening olasses for elementary education and we 
used to get an attendance of 30 between those hours T 

Q. That is only to make them literate. 

A. Yes, that is more important for them. 

Q, The people have to work for 10 hours in the mill, and every man would want at 
least one hour for his meals, and then you want him to go to tehool at night ? 

A. That is a matter of experiment. If one is interested in the subject he goes a long 
way out to get it. 

Q You think if a man is inclined to it he will do it t 

A. Yes, and there is a tendency for them to learn, to improve themselves. 

Q. Would it not be better to give them two or three hours’ training a week on 
a holiday ? 

A. Yes, that is a matter of detail—how you should arrange it. The principle is 
that they ought to be trained. Whether you use holidays or other days does not 
matter. 



201 


President.- —There is only one other small point I should like to ask you about, 
Mr. Baptists. You say that besides auditors, there ought to be employed expert checkers 
of stock who have knowledge of the internal working of the mill. Do you mean that 
they should be employed by the auditors ? 

A. No, by mills. What I mean to say is that side by side with the auditor when the 
auditor is going round you should point out to him longcloth or anything like that. 
He has no knowledge of longoloth, sheetings or anything like that. There are certain 
mills where the auditors check. But it is not common. They depend on the list given 
by the mill. They have not got the expert knowledge and you find that for instance 
liquid assets are put at a certain figure. Now when the mills are closed the liquid 
assets are sold at a very much lower price than had actually been put down. 

Q. That is always the case in a forced sale. If the expert checkers were employed 
by the mills, the auditors would be exactly in the same position as they are now. 

A. They'Would be guided by the checkers. 

Q. The auditors are now guided by mill agents and these people employed by the mill 
agents would do no more. 

A. They should be paid in the same way as auditors are paid—for a particular job, 
for a particular audit—not that they should be absolute employees. 

Q. That is what I wanted to get at. 

A. There should be some one to give them knowledge on certain points. It is only 
a suggestion. It is more from the point of view of the people who lend. 

Raja Hart Kishan Kaul. —-You think no protection is needed ? 

A. My view on that question is this. Before 1914 we had a 31 per cent, duty on cloth 
and to counteract that 3£ we had 3J per cent excise duty. So we were quits. Since 
that time the exchange has been taken from Is, M. to Is. (id. Now the importer gets 
121 per cent, advantage over the Indian made cloth. Of course that is also problematical. 
But I will admit for argument’s sake that they have got a 12J per cent, advantage over 
an Indian mill, which ought to be compensated in order to put both the Indian goods 
and imported goods on a par. AgainBt that we have already 11 per cent, duty for purposes 
of revenue and beyond that I want that the revenue duty should be increased to 15 per 
cent. It covers the so-called advantage that the importer has got. A small duty 
which may be called an absolutely revenue duty might be put on. I may get the same 
object, but in a different way. 

Q. You want a 4 per cent, increase in duty T 

A. Yes, you may call it a revenue duty. 

Q. Both on cloth and yam 1 

A. Yes. I have got a further view that in such cloth as drills, sheetings, etc., where we 
have certainly got an unfair competition from Japan or any other oountry we should give 
to such m il l s as manufacture such cloth in India a bounty which may be equal to 
15 per cent. 

Q. In addition to the duty ? 

A. Yes, only for these particular cloths where we feel there is a competition. 

Q. How is this bounty to be given ? 

A. The bounty should be given to the mills producing them. 

Q. Government should pay it out of the genoral revenues ? 

A. Yes, because if you were to put a special tax on that it would come absolutely from 
the pockets of the poor because mostly the drills and sheetings are used by tho ryots ; 
whilst I want the whole of India to give that amount. 

Mr. Subba Rao. —Would not that lead to over-production in those varieties ? 

A. They would out the ground from under their own feet. The same argument could 
be applied if you give them protection for this particular kind of goods. H you were to 
give a duty of 16 per cent, extra on these particular sorts it also would lead to over¬ 
production. The difference is only this, whilst in the one case the duty would be paid' 
by the party who buys that particular kind of cloth in the other the duty would be 
distributed throughout the whole of India. 

Q. There will bo a bias given to production. 

A. You want to support that particular kind of industry which is being depressed 
by unfair competition. And I can only suggest this sort of solution. Iam answering 
you. 

Raja Hart Kishan Kaul. —You want this extra money to come from the general 
tax-payer ? 

A. From the general tax-payer. 
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Q. That would hit every one equally—something like a salt tax ? 

A, Yes, that is my own personal view. I am not an economist. In any oase it would 
be a tax if you give 15 per cent, duty because the ryots would have to pay the increased 
price. 

Q. You want protection for the handloom industry ? 

A. That was my idea. When the question was on the anvil in the Legislative 
Council I was rather thinking that there should be 15 per cent, import duty or 14J per 
cent, import duty retaining the excise duty. 

Q. Would you mind explaining f 

A. Now there is the 11 per cent, import duty . You should have raised this to 14| 
giving an increase of 31 per cent, duty on the imported goods and keeping the 3£ per cent, 
countervailing excise duty. Of course the excise duty is condemned on its own ground, 
that nowhere in the world have you got it. 

Q. You do not defend it now ? 

A. No, I will leave it to you to consider. 

Q. We want to know what is your suggestion. 

A. I personally think, yes. 

Q. How do you propose to protect the handloom industry ? 

A. By putting on the 3£ per cent, duty on local made goods, and that to bo protected 
again by 14| per cent, duty on imported goods. 

Q. The handloom production does not compete with the imports. 

A. We ought to give support to it. 

Q. For the purpose of supporting the handloom industry you put on a 3i per cent, 
excise duty on all mill made cloth. 

A. And also by keeping tho 3} per cent, duty on imported cloth. 

Q. You raise it then all round by 3-J per cent, in order to givo protection to a limited 
number of sorts which are produced by the handloom industry ? 

A. Yes, it is also an occupation for a large number of labourers. If it is in depression 
thoy will sufTer a great deal. 

Mr. Subba Jiao .—You spoke of a tax on yam also. 

A. You should discriminate. That will of course be a tax on handloom woaving. I 
know your point. I can anticipate it. But you should discriminate. 

Q. You should exempt the higher counts. Is that your idea ? 

A. Yes, exempt the higher counts. I have taken this view simply because it is said if 
you put an absolute import duty for the sake of prefenenoe or the sake of protection you 
again diminish the purchasing power of the ryot. 
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Witness Mo. 66 
Mr. A. B. TATA, BOMBAY 

Written Statement dated 2nd September 1926 

The Committee of the Mill Owners’ Association will put forth their explanations before 
the Tariff Boardf rom their own point of view, viz., from the commercial and administrative 
aspect. I beg therefore to submit my statement divulging before the Board the other 
side of the industry, so that it may be enabled to judge the situation after weighing the 
prosand cons and to represent the different aspects of the industry to the Government in 
its report with due recommendations for the betterment of the industry. The Govern¬ 
ment after grasping the salient points and defects of the industry Bhould lay the responsi¬ 
bility on a certain body for the protection of the industry, so that it may prosper in this 
country. It is my belief that this trade would have withstood the present difficulties 
to a greater extent than at present even under the current economic crisis, had there been 
an executive body to guide the trade along its proper channel. 

All agents execute their work according to their own free-will viewing it from their 
own point of vision and therefore there was no dissatisfaction so long as the industry 
yielded even a small profit. On the other hand, the shareholders are very backward 
in taking any interest in the affairs of the mills ; there are only a few shareholders who 
hold a certain number of mill shares as a regular investment and are interested in the 
earnings and dividends of the mills, whereas the majority hold them from the point of 
view of speculation only and are many times even unaware as to who are appointed on 
the board and for these reasons there is no control over the agents and the board. On 
account of this, the agents conduct their business as it were by proprietory powers. I 
regret to declare openly that all agents are not of the same calibre as Messrs. WadiaBrothers, 
Mr. Manmohundas Ramji, Mr. Madhowji Thackersey and Mr. Narottam Morarji. If 
most of the agents were so enterprising and calculating, the situation would not have been 
so critical as at present. In this respect, Bombay differs very widely from Ahmedabad ; 
most of the agents at Ahmedabad are very vigilant and take pains to regularly visit the 
mills and grasp the practical difficulties in the working thereof, whereas the majority of 
them here conduct the work within the walls of their office and are thus completely in 
the dark as regards the efficiency of the staff, and the practical working in the mills. Also 
as I have said before, as the agents enjoy proprietory powers, the directors have not the 
requisite control over them, moreover, some of the directors have their own self interest 
in the management of the affairs of the mills. 

The Mill Owners’ Association has been more active of late than during the previous 
years, but it is not constituted as a solid unit as regards which I will put forth my views 
later on. In the meanwhile, I beg leave to put forth the difficulties in the daily working 
of the mills. The first and the most important matter is cotton ; the Government should 
develop the cotton industry to enable the mills of this country to obtain cotton of good 
staple and protect it against wide fluctuations by the speculators, because when goods 
are manufactured from cotton of higher market value, it is extremely difficult to dispose 
of them, when the market has declined sharply, which if held would mean a great loss of 
interest. It is essential to prevent mixing of cotton of inferior grade with the superior 
quality and Government have enacted regulations being fully cognisant of its importance 
but these regulations must be strictly adhered to. So many grades of cotton are grown 
in India that merchants resort to various subterfuges to mix them and pass them off as 
superior stuff of the classified grade. I have personally beheld merchants mixing either 
cotton of inferior quality or waste and slivers bought from mills with the real stuff in 
pressing factories. Because of this evil it is not possible to maintain a regular count in 
the spinning department, although a certain mixing is worked upon, thus necessitating 
a change in the wheels daily which would be apparent in inspection of the mill books. 
Also regular hedging has to be done in the reeling department for the same reason. The 
mills are suffering an invisible loss of thousands of which I am sure few are aware except 
some expert agents. For example, warp of 20 counts is spun ordinarily for weaving and 
the calculation of the cost is based on the same count taking weight of the size as extra. 
Only a few mills must be maintaining counts of instead of 20, whereas in the case of 
the majority, yarn of 2 to 2J counts goes to the heavy side in the cloth department and 
for this reason, there is an invisible loss of 3 to 0 pies per lb every count. All this is due 
to adulteration and this is one of the reasons of the higher loss per cent, in cotton, which 
is an indirect loss to the mill. Also, those agents who have no knowledge of purchasing 
cotton, buy small lots of diverse grades and store them up in the mills and this practice 
does not permit smooth working in the millB. The operatives of the cardroom earn their 
wages in piece work and when breakages occur in their department due to cotton of low 
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apte, tiiey quietly slip in,the superior stuff to facilitate tbeir work and this also affects 
the interests of the mills adversely. 

The cloth imported from Japan is more attractive than that of most of our mills and 
cheaper owing to favourable exchange and therefore naturally it commands the market 
over the Indian output. Japan is purchasing only the requisite grades of cotton out 
of the multitudinous varieties available here whereby it spins nice yarn and exports cloth 
of an attractive appearance. I beg to draw the attention of our agentB here to this maxim 
of purchasing cotton of the least possible varieties so that there may be lesB mixing 
even in their own mills which would mean less loss ultimately. 

In the weaving department, the rates of weavers in different mills muBt be standardised. 
As hundreds of varieties of cloth are manufactured, the rates of the weavers are fixed at 
random in different mills. According to my opinion, the Association must take up this 
question and fix the rates of the weavers once for all by installing prick-counters an every 
loom, so that the loom share may not be conducted according to the fancies of the weaving 
masters and the agents might become aware of the situation arising out of dissatisfaction 
due to the slightest inferior working. 

Mill stores of lacs of rupees are imported every year and it behoves the Government to 
repeal the duty on these for the development of the mill industry so that it may put forth 
cloth at a cheaper rate. The Mill Owners Association also must devote their attention 
to them and take steps to promote the manufacture of some of the articles in this country. 
Limitless kinds of stores are used in mills and there being hundreds of middle profiteers, 
a great deal of corruption gops on, to prevent whioh evil, the Association muBt organise a 
big concern whioh can supply stores to all the mills on a small margin of profit, so that 
the agents can definitely know their situation without being deceived and might not buy 
stores of inferior quality at higher rates. 

iMbmtr .—It is of paramount importance to take steps for the amelioration of the menta¬ 
lity of the working classes of the mills. Unless the gulf between capital and labour 
narrows there is little possibility of a decided improvement in spite of protection from 
the Government. The agents have not cared til! now' tn take measures for the efficiency 
of the operatives so long as they were deriving oven a small profit. The operatives do 
not seem to understand the real definition of duty. The labourers are as ignorant, idle 
and of inappreciativo mentality as they were 16 years ago. In war times, when great 
profits were derived, the so-called exponents of Crhandhiisni succeeded in instigating the 
millhands to such a pitch that their mentality is still undermined and therefore they 
have become verj careless. It is necessary for the Government to help and also coerce 
the Association for remedying this state and to thwart the influence of the so-called leaders 
of the operatives. The Association must organise different unions in the different mill 
districts and make the labourers cognisant of the powers of the Unions over them as in 
England, so that the operatives will be brought under control gradually and taken to 
task for their inadvertencies; moreover, they will not bo at liberty to cKange from one 
mill to another after spoiling the work in the mill which they intend to leave. The jobber 
class which is slightly superior in mentality to the labourers is getting impudent playing 
upon the ignorance of the latter and is many times the main causes of strikes by instigating 
and spreading dissatisfaction amongst the labourers behind the curtain for its own self- 
interests. The Association must devote their attention to this matter with tho help of 
tho Government, so that the operatives may be decent and dutiful and capable of develop¬ 
ing the industry. 


Remedies Suggestions 

j. beg to submit the following suggestions as regards my above statement: 

(1) If Government affords protection to the industry, its advantages would bo enjoyed 
by every mill and therefore all mills must join the Association and form a solid body. 

(2) The Mill Owners Association must appoint an Executive Board having commer¬ 
cial and technical experts. There should bo three to four well trained mill accountants 
under the control of this Executive Board. 

(3) All mills must forward statements overy month on a certain date to the Associa¬ 
tion mentioning the consumption of cotton, production, waste figures, departmental 
wages, etc., so that the above Executive Board may draw the attention of the agents 
to any of the defects underlying the work in hand. By this course, all agents will grasp 
their situations properly and will be able to exact the right work from the working staff. 

(4) The body of the Association must take measures to ameliorate the mentality as 
well as the moral condition of the operatives without which the protection afforded by 
tho Government would bo of no avail. They must be made healthy and capable of 
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developing the industry. They mnat be under the control of Unions as in Western 
countries and all Unions must be under the control of the above Executive Board for 
the present to start with. 

(5) The Government must holp the mills to get good and stapled cotton. Export 
duty is essential for cotton and it is wrong to believe that this duty would diminish 
the export . Indian cotton i3 necessary for manufacturing cloth of certain toxlure which 
is consumed in largo quantites in India, China and Japan, and therefore the duty will 
have no offect on the demand of this cotton. Also supposing the export figures decrease, 
wide inflations of prices would be less due to the absence of demand and would cheapen ■ 
the manufacture of cloth. This would create a hoalthy demand among the poorest 
classes as was the case about fifteen years ago. 

(8) All mills must open their own business centres in the different provinces in India 
because the freshly manufactured cloth is subjected to increments of prices by the time 
it goes to the hands of the buyers through three or four middle men; naturally the 
buying capacity would increase. This method is adopted by the Tata Mills and they 
are thug able to dispose off their stocks easily. 

(7) The substitute (budli) system in mills must be stopped immediately and more 
attention should be devoted to the daily attendance and the salary list of the 
operatives. There should bo control over the real figures of waste and" the proceeds 
thereof. If propor precautions are taken in this matter, thousands of rupees would 
be Baved indirectly. 

(8) The duty should be abolished on mill stores and machinery. 

(0) If all mills were to keep chartered head clerks thoroughly experienced in the 
working and accounts of the mills it would be a just holp to the managers as well as 
the agents. It would be welcome if the commercial colleges here were to train their 
students in such a way that they may have a good idea of the working and the calcula- 
tions of the different departments of the mills. 

(10) If Government were to give protection for ten years over imported cloth in 
order to place the industry on a good footing again, our country would prosper and I 
beg to ake the following suggestions : 

(а) Protection must be granted by levying a heavy duty on imported cloth of all 
western or eastern countries 

(б) India and England are corelated; moreover, it is well known that England 
acts as the trustee for India and therefore English goods must bo imported in India 
with certain restrictions and I believe that England has a right to do so. 

(r) Out of the three hundred and thirty millions of population here, 80 per cent, 
are agriculturists and poor and they consume coarse doth ; if doth of similar quality 
as manufactured here is prohibited from being imported, the 80 per cent mentioned 
above would easily consume *ho outturn of the India mills and thus the industry 
would prosper. For this reason, protection must be granted to India for ten years 
for doth woven from yarn up to 2<1 counts. 

(d) English doth of fine texture manufactured from American cotton is imported 
mostly here and is consumed largely by the middle and better classes. En glan d 
should be allowed to import hero doth woven from yarn of more than 26 counts free. 

(e) Bleached satin twills and full coloured ooatings of English manufacture should 
be exempted from prohibition though manufactured from yaru of less than 28 counts 
as it is demanded extensively by the middle and better classes. 

(11) It would be better if such a Tariff Board were appointed at least twice within 
the 10 years of protection so that it may be ablu to judge the benefits thereof. 

Annixure A 

“I hope that the Board will sympathetically consider the question of labourers and 
planters of India, who are enthralled by foreigners other than Britishers, in certain ways. 
It is to be regretted that cotton planters arc working under the domination of Japanese 
exporters which encroachment is never allowod in any other civilised nation ; also, it is 
annoying to note that one of our countrymen has unpatriaticaily taken up a member 
of a foreign power as a partner in a big industrial concern. This will gradually lead to 
our home industry being dominated by foreign capital and skill. I therefore seriously 
draw the Boards attention to this evil of foreign intrusion, other than British, and reques t 
them to approach Government in their report, after due consideration, ” 
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Witness No. 66 


Mr. A. B. TATA 

Oral Evidence recorded at Bombay on the 7th September 19‘J6 

President. —What, is your exact connection with the industry, Mr. Tata ? 

A. I have been iji mills for the last 30 years. I •■ommonced my career as an apprentice 
in the Central India Mills at Nagpur and from that I have become a weaving master and . 
then Manager, in many notable Bombay mills and Ahmedabad mills. 

Q. Of which mills were you the Manager t 

A. The Alliance Mills and other mills in Bombay. 

Q. Which was the last mill of which you were Manager ? 

A. The Alliance Cotton Mill of Bombay. 

Q. How long ago was that ? How long is it since you retired 1 

A. Three years back. I have been suffering from defect in eyesight for the last 
30 months. I can say I was the only map taken up as a part ner in one of the largest mills, 
the Morarjec Mills. 1 was getting my monthly salary plus one per cent, profit. 

Q. I notice that you consider that the Managing Agents do not visit their mills suffi¬ 
ciently often. 

A. Most of them do not. 

Q. And the shareholders do not take sufficient interest in the affairs of the mill 1 

A. Hardly about 5 per cont. of the total number of shareholders are taking a praotical 
interest. 

Q. Then if the affairs of the mill go wrong, nobody oan be blamed exoept themselves. 

A. As I have mentioned, there are no regular shareholders on the roll. Very few are 
really taking interest in the regular working. 

Q. 1 soe you consider that Government should do more than it is doing to provide cotton 
of proper staple. 

A. I think still better protection is wanted in regard to ootton. 

Q. How do you mean “ better protection ” ? 

A. Already Government has passed legislation in regard to adulteration of cotton. But 
it must be strictly adhered to. 

Q. The legislation has not been in force for very long. It is a little difficult to see its 
effect at present. 

A. That is the vital point so far as I know. A better class of cotton should be obtained 
by the mills. 

Q. Quite so; but don’t you think that matters are improving in that respect owing 
to the work of tho Central Cotton Committee ? 

A. I think so. 

Q. Another point that you raise is, I take it, that the system adopted in Japan for 
mix ng the coton in order to produce the best results is considerably better than the 
system in India. 

A. Because the Japanese are only taking certain classes of cotton from which they are 
actually manufacturing. Being importers of cotton from this place, they simply select 
their own class of cotton from so many classes. But that is indirectly a very great 
disadvantage to the concerns here. 

Q. I see it is your view that tho rates of wages for weavers should be standardised in 
all mills. 

A. Yes. That is also one of the greatest sources of confusion everywhere. 

Q. What do you mean by 4 pick-counters ’ ? 

A. A pick-counter is like a clock. It is a mechanical thing, attached to each loom and 
by every turning of the loom it reads 1, 2, 3, and so on. 

Q. Are those not installed in most of the mills ? 

A. Nowhere in Tndia. 

Q. Are they common in Lancashire ? 

A. Practically common. 
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Q. What would the result be t 

A. The Tates would be standardised. Here there are so many classes of cotton, so that 
according to hte fancy of the masters they give the rates. Thus for long cloth it is 
9 pies per pound. Suppose some confusion is going in the department and the weaver 
makes some row. The master will say 10 pies. There is no regular standard for work. 
What I mean to say is let the work of the mill be as smooth as possible. 

Q. If you had these pick-connters, what would the effect be ? 

A. The revolutions of a loom are even all throughout the day. Take a certain class of 
cloth. That contains 44 picks per inch, and it will be so many pies everywhere for the 
44 picks. This will enable everybody to standardise the rates. 

Q. I do not quite see how it would enable every mill to standardise its rates. At 
present they are paid by the pound. Are not they ? 

A. They are paid by pound. 

Q. If you had these piok-counters what would they be paid by T 

A. By the number of pioks. 

Baja Hari Kishan Kaul. —You will still have to maintain difforent rates. Won’t 
you T 

A. Only according to the different widths. There are different classes of looms, 28 
inch loom, 30 inch loom and so on. The 28 inch loom differs in revolutions from the 
30 inch loom. The 32 inch loom differs from the 36 inch loom. So once for all the rates 
would be fixed according to the revolutions. ^ 

Q. For each type of mill, you would have to fix separate rates ? 

A. Yes, once for all. 

Q. You need not change ? 

A. Not at all. 

President .—Would you have to have a separate rate according to the width of the 
loom f i 

A. Yea. That is essential, because for instance, the 28 inch loom will weave only cloth 
24 inches wide ; the 56 inch loom will weave cloth up to 50 inches wide. Now there will 
be a great difference between the revolutions of the 28 inch loom and those Df the 56 
inch loom. The 28 inoh loom will take 205 revolutions per minute, the 56 inch loom 
160 revolutions per minute and So on. 

Q. How would that be reflected in the number of picks ! 

A. According to the number of picks the rates would be fixed. Less pies for 28 inoh 
looms and more pies for 56 inch looms. Fifty-six fnoh looms take less revolutions. It 
means less length of cloth. 

Q. The number of picks depends on the revolutions ? 

A. Picks mean revolutions. One revolution means one pick. 

Mr. Majmudar. —The speed of the loom is changed when the count of warp is changed. 

A. That is not very often. Generally Indian mills weave from 20s counts and 24s 
oounta. Even if it is 30s there is no necessity of changing the loom speed, unless and until 
the yarn is very weak. At that time they reduce the speed of the looms or when they 
want to work on the same looms for more production. 

Q. What if tho mills are going on to finer counts T 

A. Accordingly the rates will be fixed entirely differently. So there will have to be 
various rates fixed according to the speed. 

A. At that time tho speed and counts will be different. For instance, looms on 40s 
warp will run at a lower Bpeed. So the rates will have to be fixed according to the speed. 
But I do not think one-third of the Indian mills will work with 40s. Practically all are 
on 20s and 24s oounta. 

Q. There is a tendency now to take to medium and fine countB. We found that in many 
places. 

A. .Some of the Bombay mills are working. Up to now I have not seen if there ib a 
loom shed specially for fine counts. Nobody has put such a loom shed up. 

Q. Ahmed&bad is going in for medium and finer counts. 

A. It is different there. They can have pick-counters according to their own 
ways. 

Q. What I say is that the varieties ohange so often and the quality of the cloth changes 
so often that I do not think there will be much advantage in going in for piok-counters. 

A. That is why I am taking these pick-counters. Suppose we take one class of cloth 
m a n u fa ctured in four mills. Perhaps you will now find that the rates are difforent in all 
the four mills. But if the Association fixes the rates according to the picks everywhere, 
there will be standardisation. 
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Q. But then whatever the rate i3 fixed, generally a weaver is expected to earn a certain 
amount a day. For example, a weaver on two looms is expected to earn Rs. 1-12-0; 
and the wages are fixed accordingly. The rates per pound are so fixed 
that the weaver may earn that amount on the average. So whatever method 
you adopt, whether you fix the rate per pound or whether you do it through pick- 
counters, finally you come to the same standard of wages. 

A. Well, when the rates are fixed on the weft, one standard is not considered every¬ 
where. Moreover they are trying to put in different kinds of weft and lower the texture 
of the cloth, so that they can earn more, while the pick counters will stop all these evils. 

Q. So far as the quality of cloth is concerned, that depends on the demand and supply. 
If the market demands a certain quality, the mills have to manufacture that quality. 

A. You will find so many different classes and qualities. I dare say all these mills 
are not maintaining one quality. That depends on how a mill has been managed by the 
agents. There are so many mills here. They are liberal sometimes. You cannot govern 
them in this respejt. Sometimes they will change a wheel and put in 46s and so they 
will have their own way. So this will be a cheek on everybody’s working. 

Presidf.nl .—1 think yon said just now that in all the looms in Bombay there are only 
a few hundred looms engaged on finer counts. What do you mean by finer counts f 

A. Till five years back practically all the mills were working on 20s counts. Not more 
than 10 per cent, or 20 per cent, of the looms were on 243 counts. That has been the 
standard working of the Indian mills up to now. But now-a-days some are spinning 
30s and upwards that is a*little finer counts and weaving cloth out of that. 

Q. What are they making the counts over 30s from ? What sort of cotton ? 

A. Broach or Gujarat as well as Cambodia and Tinnevelly cotton. 

Q. Are they importing much Uganda cotton ? 

A. They wero importing Uganda cotton too to spin 40s and 50s. 

Q. What is your experience in regard to absenteeism ? 

A. Practically 90 per cent, of the labourers must bo having about four days extra in 
one month. 

Q. In the mills in which you were manager, were you able to take any steps to improve 
matters in that respect ? 

A. Before the war, things were quite different Masters and managers were directing 
labour to the advantage of the industry as well as of the agents. But after the war and 
after this propaganda of the so-called publio men, the position of the masters and managers 
is just like buffers, between labourers and agents. Before the war they respected ns. 
Now they can abuse us. Suppose a man is punished. Some will abuse the master and 
some say ‘ I do not care for your mill; I ran go to another mill Their mentality is 
quite changed. This is my experience. So many false vakil’s notices come in. When 
a man leaves, naturally we do not pay him. Within a fortnight a notice is bound to come 
saying ‘ you have dismissed my man wrongly; please pay him immediately or within 
24 hours we will go to tho Small Causes Court.’ We do not want to go to the court and 
naturally wo pay them. They have become impudent now. At that time the position 
of the masters and managers was quite different. 

Raja Hari Kishan Paul. —How do you propose that Government should thwart the 
influence of tho so-called leaders in respect of labour ? 

A. This was the idea I discussed some five years back with certain good agents. What 
I say is let the millowuers make themselves into a fine, consolidated body and appoint 
certain Unions for the present under their own control and let the labourers understand 
that whenever they have to go away or serve notices, they have to do it through those 
Unions. 

Q. Government would have nothing to do with that, 

A. When Government is going to give so many boons just for the sake of the industry, 
Government should make the Millowuers’ Association into a responsible body. Unless 
and until the Millowners’ Association becomes more effective and more active, unless 
there is something done for the millowners, I do not think, whatever may bo given to 
them by the Government, the industry is likely to be improved. 

Q. That is in their own interests. It is in the interests of the millowners that you are 
making the suggestion. Why should it he necessary for the Government to do it '! 

A. It is rather unfortunate that nobody is uniting. 

Q. Then you say cotton should be protected against wide fluctuations by speculators, 
I suppose you mean in respect of prices ? 

h. Yes, 
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Q. How can that be done ? How oan fluctuation in prices be protected against ? Have 
you any suggestions to make on that point ? 

A. Cotton is being imported to Bombay from a long distance. 

Q. But the price of cotton is a world factor. The prioe in India depends upon world 
conditions. 

A. Not always. 

Q. It depends principally on the world price, for instance, the price in Amerioa. 

A. Yes. They are womng jointly, side by side. But still of course there are middle¬ 
men and everyday speculation; and ultimately the mills are the sufferers. 

Q. As the prices in India are regulated mainly with reference to the prices in Amerioa, 
the speculators suffer or gain accordingly. The prices remain at a certain level with 
reference to the world prices. Then I want to know what you mean by saying ‘ yam of 
2 or 2J counts goes to the heavy side in the cloth department ’. I do not quite follow that. 

A. Practically all the mills are working over 20s counts. Now what is 20 ? Twenty is 
a class, is a number. Now suppose the cotton is inferior. They cannot make 20s counts. 
Twenty is finer than 16.' One is the heaviest. Ten is lighter than 1. Sixteen is lighter 
than 10 and 20 is lighter than 16. Our basis is to spin 20s for the loom shed. Now 
suppose the cotton is inferior ; and you oannot spin 20s. There will be so many break¬ 
ages in the spinning department that naturally for smooth working the spinner will change 
wheels and try to put in 19s. Still breakages occur and he tries to put in 18s. But Btill 
the breakages occur and he again changes. Between 1 and 19 it means a difference of 
840 yards in length. 

Q. I suppose what you mean is that instead of turning out 20s they turn a different 
thing, say 174s. 

A. Yes, so that they are losers by length. 

Q. It will be called 174s and not 20s. 

A. No. They are calling it 20s. Or let it be even granted it is 174s. The mill is 
ultimately losing. 

Mr. Majmudar. —You say ‘ some of the Directors have their own self-interest in the 
management of the affairs of the mills ’. You also say that the Directors have not the 
requisite control over the agents. I do not quite follow what these remarks mean. 

A. It is an open seoret. That is my experience. These are my views to the 
Committee only. 

President. —So you do not want them to be published. 

A. Yes. 

Mr. Majmudar. —You are referring to the executive body in the first paragraph. 
In what way do you expeot. that executive body to work ? 

A. The executive body should be in touoh with Government officers in the first place. 
They should report to the Government and they should receive instructions from the 
Government. The executive body should see how the industry is prospering. 

Q. I see. It should guide the mill owners also ? 

A. Exactly. So T say under the executive body let there be three or four chartered 
accountants and let all the mills send their monthly statements so that the executive body 
can inform the different agents about any mistakes they find in the statements. I have 
mentioned it there. 

President. —You think the millowners would agree to that, Mr. Tata ? You want to 
give Government a great deal of power over the millowners t 

A. They may or may not. But when Government is going to give them protection, 
I say that the Government must have a little control over them. When they want 
Government's help, naturally Government must see in which direction the industry 
has been steered. 

Q. You consider that in return for protection, the millowners have an obh 
gation to do something on their part 1 

A. It is not an obligation, but it is rather for the prosperity of the country. Sir. 

Q. But this control over an industry whioh you suggest is not exercised anywhere else 
in the world ? 

A. The position of India is quite different from any other country in the world. Every 
other country is standing on its own legs, but India is not. 

Q. Would it not oome in praotioe almost to nationalisation of the cotton industry if 
you had this measure of control ? 

A. I do not think so. 

Q. I see you suggest protection for ten years for cloth up to 30s. counts 1 

A. I have changed it. I have said 26s counts. 

MO t 422—14 
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Q. Would not that put up the price of that oloth to the poor people whom you are 
anxious to proteot 7 

A, To the users in India, 

Q. Yes. If you had this duty on coarse oloth, would it not put the price up I 

A. The rest of the profit will be taken by the agents you mean 7 

Q. No, would not the price of cloth go up 7 

A. Naturally it is likely to fall, because 73 or 80 per cent, of the population will use no 
other goods but Indian made goods. 

Q. But won’t they have to pay more for that if you put a duty on it. If yon put a 
duty on coarse oloth, won’t the people who use it have to pay a higher price for it 7 You 
say protection must be granted for ten years. That means a duty. Does it not 7 

A. Duty on the imported cloth. 

Q. But won’t that mean a higher price for all cloth ? 

A. Not for the cloth manufactured in India up to 26s, 

Q. Of what use is it going to be to the millowners, u nless it is going to put the 
prioes up f 

What use is the duty going to be to the millowners unless it puts up the prioe of oloth 1 
(There was no answer). 

Q. I see you are in favour of Imperial preference T 

A. Yes. 

Mr. Subba Kao .—You say, Mr. Tata, that Labour Unions should bo under tho control 
of an executive board for the present. 

A. For tho present. 

Q. Will not that lead to trouble between the labourers and the millowners if you 
put the labour unions under the control of the executive board which consists' of 
millowners V 

A. The executive board of the millowners will guido them very sanely, while the 
present leaders are not directing them properly. They simply asic them that they 
should get more. They do not improve their character. If this union comes under the 
control of the executive body naturally tho executive body will try to improve them 
in every respect for the benefit of the country as well as for the industry. 

Q. It will lead to the development of a harmony of interest ? 

A. Yes. Now there are so many leaders simply for the name. 

Mr. Majmudar .—Referring to the bwUi system you say it should be stopped 
immediately. What steps do you suggest 7 

A. There Bhould be no substitutes at all. 

Q. Should the machinery be stopped if the workman on the machine remains 
absent T 

A. No, let 20 or 23 extra numbers be regularly employed in the mill. But no jobbers 
should be allowed to engage anybody. There should be no substitutes in the mill at all. 
Then there won’t be any stoppage in the machinery. Practically in the spinning depart¬ 
ment you will find that about 30 to 30 boys are daily absent. Now if you have 20 regular 
extra labourers engaged these labourers will do it. 

Q. Occasionally the percentage of absenteeism is muoh more. What will you do 
thon 7 

A. If they do not find any budlis, one man should mind two sides or two pieces or four 
machines, or something like that. Sometimes they do manage like that. 

Q. Does not the production suffer 7 

A. Very little. These are the ways ou account of whioh the industry has practically 
come to this oondition. Thousands and thousands of rupees are thrown away like 
that without the knowledge of the agent. 
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Witness No. 67 

Messrs. N. SIRUR AND COMPANY, BOMBAY, 

Agents of the Mysore Spinning & Manufacturing Co., Ltd. 

Written Statement dated the 17th August, 1926 

The terms of reference to the Tariff Board appointed for the purpose of enquiry into tho 
Textile Industry may be grouped under the two following heads 

(1) To ascertain and examine the oauses of the present depression in the industry. 

(2) If it is found that the competition of other countries in the home or export trade 

is responsible to any extent for this depression, in what form and for what period protec¬ 
tion should be given to the industry. 

Taking the first main head, we consider that the present depression a due to the 
following oauses:— 

(а) High oost of manufacture. 

(б) High Railway freight on raw materials and manufactured goods. 

(c) Heavy taxation. 

(d) Foreign competition, particularly of Japan. 

High cost of Manufacture. —The principal items of cost are under heads of labour and 
stores. We do not think any reduction in wages is possible in view of the still high cost 
of living prevailing in the country. The rise in wages as compared with the wages 
before the war is about 100 per cent, as against the rise of about 55 per cent, in the oost 
of living in 1925 as reported by ‘ Labour Gazette ’. In the matter of stores, we have 
entirely to depend on imports from foreign countries and therefore any reduction in 
the cost thereof is beyond the control of the industry. 

High Coastal Freight and Railway Freight. —The coastal freight from Bombay to Calicut, 
Tuticorin and Calcutta is Rs. 14 per ton on cotton as against 14 s. (official 17—1926) 
from Bombay to Liverpool and about Rs. 12J per ton from Bombay to Japan. Similarly 
freight on piece-goods from Bombay to Calcutta is Rs. 7-8-0 less 10 per oent. per ton 
and to Madras Rs. 11 less 10 per oent. as against 14s. (officially quoted 17) from Liver¬ 
pool to Calcutta and about Rs. 10 per ton from Japan to Calcutta. As regards railway 
freight, while it is kept fairly low from port to port to compete with steamship companies, 
the rates are kept at a high lovel in areas where there is no competition to meet with 
either from rival railway companies or from coastal servioe. For these reasons although 
cotton is apparently at the doors of the mills and consuming markets for piece-goods and 
yarn arc close by, Indian mills have no real advantage over mills in foreign countries. 
These anomalies have to be removed and charges for transport by coastal service and 
by rail should be maintained on an eoonomic basis governed by no considerations other 
than that of distance both on cotton and yarn and doth. 

Heavy Taxation. —The industry is also handicapped by excessive taxation. Being 
dependent entirely on foreign countries for stores and machinery, the incidence of import 
duties on the industry is heavy enough, The most inequitable of the taxes is however 
the super-tax on companies. Since this tax is collected from the individual assessees, 
assessment thereof on company’s profits involves indirect taxation on the individual 
shareholders whose income is not liable to super-tax and double taxation in the case of 
shareholders who are assessed to super-tax on their individual incomes. 

Foreign Competition. —Foreign competition, particularly of Japan, is the real crux of 
the subject matter of the enquiry. Japan has not only made inroads in the 
foreign markets served by India, but has been cutting down prices of yarn 
and oloth of Indian mills in India itself. Her exports of yam and cloth to 
India are no doubt a small fraotion of India’s requirements, but this fact serves 
only to indicate to what extent the Indian mills have to sacrifice to keep in their 
hands the home markets. If the Indian mills have been able to prevent the Japanese' 
goods coming in to any considerable extent, it is only by reducing their prices below the 
prices of Japanese goods. Although the industry has long been established in India, it is 
bound to suffer so long as it is not offered protection against such competition by adapting 
an effective tariff so that the goods which Indian mills make shall not be open to the 
unfair competition of Japanese mills. Opinions differ as to what should be the scientific 
method of tariff protection. In our opinion an export duty on ootton would be more 
expedient and effective than any increase on import duty on piece-goods and yarn. 
Value of ootton exported to Japan in 1924-1925 was Rs. 45,88,13,000 as against 
Rs. 10,33,93,000 value of pieoe-goods and yam imported into India. From these figures 
it is clear that Japan Is taking over four times in value as much raw cotton as it exports 
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manufactured goods into India; and with the cheap cotton it is buying in India it has 
not only captured foreign markets which were fed by our mills, but is a keen 
competitor in our home markets. Therefore the most effective method of remedying 
this state of things would be to put an export duty on cotton to an extent which wifi 
give substantial relief to the Indian mills. 

It is argued by some that the export duty on cotton will tend to lower the prices of the 
cotton crop in India with the result that the agriculturists will suffer. The prices are 
generally governed by the law of supply and demand. The very fact that Japan is taking 
a considerable portion of Indian cotton for its requirements shows that it pays her to 
buy Indian cotton and she will continue buying inspite of any export duty. The levy of a 
reasonable export duty on cotton will not result in diminishing the Japanese demand for 
Indian cotton for any considerable time and therefore it will not affect the interest of the 
growers in any way. Moreover it is in the interest of the country to export more of its 
manufactured goods than raw material and it should therefore be the aim of the Indian 
agriculturists to regulate the crops to meet the home consumption primarily, so that they 
may be in a position to demand a fair price for their produce rather than place themselves 
at the mercy of the exporters by over-production of any commodity. The area under 
cotton cultivation is on v about 3 ■ 55 per cent, of total cultivated area of land in India 
and as such it should not be difficult for the agriculturists to regulate the supply of cotton 
for the country’s demands which will entitle them to a reasonable return. An export duty 
on cotton is therefore scientific and it is also e xpedient in the interest of the Empire as it 
will provoke less opposition from the United Kingdom, since it uses only a small quantity 
of Indian cotton as compared with Japan or the Continent. Further, the export duty on 
cotton will enable Indian mills to recapture some of the foreign markets where they have 
lost ground by reason of Japanese competition. 

An increase on import duty on piece-goods and yarn will only tend to restrict 
consumption of piece goods and yam in India while not giving any effective protection to 
Indian mills against Japan, sinoe Japan is only exporting to India a small portion of 
India’s requirements in piece-goods and yarn. Further, it will give no protection to 
Indian mills in foreign markets. 
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Witness No. 67 

Messrs. N. SIRUR AND COMPANY 

Oral Evidence of Mr. D. N. Sirur, recorded at Bombay on the 11th September 1928 

President. —Your mill ia known as the Mysore Spinning and Manufacturing Company’s 
Mill ? 

A. Yes. 

Q. It has 38 thousand spindles and 500 looms T 

A. There are about 40 thousand spindles now. 

Q. How many looms ? 

A. 600. 

Q. When the Millowners’ Association’s statement was printed the average number of 
looms at work was only 396 ? It seems rather a small proportion ? 

A. We had somo new looms put in only reoently. When this statement was published 
we might have had only 396 looms or so fitted and working. 500 looms were t ie total 
number that the mill was intended to contain, out of which we had only 250 old looms 
and about 146 new looms were actually working on the date the statement was published. 
So the total number was stated to be 500 and the actual number working was 396. 

Q. The others were being put in ? 

A. Yes, and they are all working now. 

Q. You are a member of the Bombay Millowners’ Association ? 

A. Yes, I am. 

Q. You are an upaountry member f 

A. I am a Bombay member. 

Q. But your mills are upcountry ? 

A. Yes, the mills are upcountry. 

Q. I notioe that the views put forward by you are not quite the same as those of the 
Bombay Millowners’ Association ? 

A. In what respect t 

Q. You are much more in favour of an export duty on cotton ? 

A. Somo of tho millowners here are also in favour of it. 

Q. Only somo, but you prefer that to an import duty ? 

A. Yes, and my reason is this that if an import duty is levied it will not be such a relief 
because Japan is importing into this country only a small portion of our requirements. 
They are taking a lot of our cotton and then compete with us in our foreign markets 
and an import duty in India will not give us any relief in foreign markets. 

Q. You do not agree with the millowners that protection is required ? 

A. I agree that we want Borne protection, but in what shape it should be given is a 
matter on which opinions differ. 

Q. You doubtless know the objections to the export duty on cotton. The argument is 
that, if you impose an import duty you will spread it over the whole country whereas 
if you put an export duty on cotton, it means that you are taxing the cotton oultivator 
for the benefit of the cotton industry ? Why should the cultivator of cotton specially 
be expected to support the mill industry and not the oultivator of jute or rice or wheat 
or any other crop ? Why Should the oultivator of one speoial product be singled out to 
support an industry which will deprive him of his profit ? 

A. All this is I believe on the supposition that the price will decline if you put an export 
duty on cotton, but my contention is, it will not, because Japan will be taking the Indian 
ootton in spite of the duty provided the same is reasonable. 

Mr. Subba Rao. —Why do you assume that ? 

A. Because they cannot do without our ootton. They find our cotton comparatively 
cheaper than Amerioan or other classes of ootton for the kind of goods they manufacture 
in competition with us. 

President. —But the price of Indian cotton is governed by the price of American 
ootton ? 

A. Yes, but most of the cotton which is taken by Japan is of inferior grade. And the 
margin of difference in the prices of American cotton and the inferior grades of Indian 
ootton which Japan buys will not be materially affected. 
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Q, Does that not matter if the price is determined by the price of Amerioan cotton ? Is 
it not so determined f 

A. Yes, to some extent; but if the Japanese want any particular quality of cotton they 
will pay the prioe which the agriculturists in India may want. Paying the duty 1 do not 
think will aSect them very much. 

Q. Will not Japan substitute American cotton for Indian 1 

A. I do not think so. They are spinning 10s, 12s and 14s and exporting to foreign 
markets. American cotton will be too dear for that purpose. 

Q. The great need of India is more long staple cotton to enable the mills to compete 
both with Lancashire and Japan in finer counts. Would you admit that a greater part 
of the imports that come from Japan are of finer counts—for example, Bhirtings between 
30s and 40s which Indian mills do not make to any very largo extent—and that therefore 
it is desirable that the cultivation of long staple cotton should be encouraged in India. 
But if you put on an export duty will you not discourage it ? 

A. The competition from outside is not so much in cloths or yarn which are made from 
long staple qualities of cotton. 

Q. What are your grounds for that statement ? 

A, Japan for instance is exporting to India very little of piece-goods. She is exporting 
just enough to cut down our prices, just enough for that. 

Q Have you examined the range of Japanese cloth that oomes into this country ? 

A. In 1924-25 the total quantity of piece-goods placed on the Indian markets was 
something like 3,535 million yards out of which the Japanese importB were only 155 
million yards. So the Japanese competition is not competition so much in the sense that 
large quantities are imported. There is not so much Japanese competition in the imports 
into the country. They are importing just now to cut down our prices, the priceB of 
the Indian mills. 

Q. But if their imports are negligible, how is it that you say that they do affect the 
prices ? 

A. They redueo prices and we Indian mills follow them to keep the market in our 
hands. That is how they affect the industry. 

Q. As you know yourself thoro arc weak and strong mills. There is a great difference 
between the best and the worst mill, and is it not probable, to say the leaBt of it, that the 
prices at whicli the weak mills sell are the determining factor in the Japanese prices t 

A. I admit there is internal competition, but over and above that this foreign competi¬ 
tion of the Japanese goods generally regulates tho market to a considerable extent. 

Q. Why should they regulate the market any more than the prices of tho weakest 
Indian mill ? 

A. Beoauso they are at times selling at a much lower rate than even the weakest 
mill can afford to sell. 

Q. Can you produce any evidence on that ? 

A. I cannot produce any evidenco because I am not dealing in pieoe-goods, but this 
is what I understand from my dealers. They say that tho Japanese arc quoting such 
and such a rate when I want to sell them anything. 

Q. What yarn are you thinking of ? 

A. For instance 30s. But competition in that is not bo keen now as it was some months 
ago. 

Q. Is that not possibly due to the fact that Japanese exchange is going up 1 

A. Yes. Now, the competition is more with mills in the interior itself. 

Mr. Subba Rao. —In what counts ? 

A. In all counts. 

President. —Where your evidenco could really be of great help to us is if you could give 
us some idea of the comparative cost of production in Bombay and in your upcountry 
mills ? 

A, I oan only give you a rough idea. I have been working out these figures. You 
wanted figures for 10 or 15 years and it is rather difficult to get those figures readily. 
However we have been trying to got them and I have prepared a rough statement. It 
costs about six annas a pound for making cloth and about three annas for making yarn. 
From cotton to cloth it may cost about nine annas—three annas for spinning cotton into 
yarn and about six annas for weaving yam into cloth. 

Q. How do these oompare with Bombay costs ? 

A. They might be about 20 to 30 per cent, cheaper. In Bombay I understand the 
prices have increased. 
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Q. It costs you three annas to make yarn 7 

A. Three annas for making ootton into yarn and six annas for weaving yam into 
cloth. 

Q. According to the Bombay Millowners’ statement it is considerably less in Bombay. 

A. It also depends on the oounts of yarn. We mostly use 20s to 21s warp and 20s to 30s 
weft and considerable quantity of coloured yam. We have included depreciation, interest 
and all these charges. I do not know whether the figures in the statement submitted 
by the Bombay Millowners ’ Association are from yarn to cloth. I do not think they can 
be from cotton to cloth. 

Q, I think they are, Mr. Sirur. The detailed costs of production from some mills show 
that they are. Will you let us have your figures as soon as you can ? Then we shall bo 
able to know more about it. But your general impression is that costs upcountry are 20 
to 30 per cent, cheaper 7 
A. About 20 per cent, cheaper. 

Baja Hari Kiihan Kaul .—You get your cotton cheaper 7 

A. Yes, to some extent oheapor than Bombay mills, but cotton only from areas which 
are within a radius of about 200 miles. If we want cotton from more distant places 
it will cost us as much as it oosts Bombay. 

President .--What ootton are you using ? 

A. Mostly Mysore cotton, Davangere and also cotton from Guntakal and Tirupur in 
the Madras Presidency. 

Q. There is not much cotton grown in' Mysore ? 

A. Cotton is grown to a considerable extent in the northern portion of Mysore. 

Mr. Majmudar .—Do you purchase from Hubli also 7 
A. Hubfi is very expensive for us. 

President .—Is that because it is rather a long way round 1 
A. Yes. 

Mr. Majmudar .—Is the freight from Hubli to Bangalore high 7 
A. It is higher than.what it is from Davangere to Bangalore ; besides Davangere ootton 
is cheaper. 

President .—May I ask what dividend your mills have been paying of recent years ? 

A. Last year we could retain our dividend at 18 per cent, on the face value of the shares 
only by sacrificing the provision to depreciation. Last year we paid 20 per cent, and 
this year we paid something like 16 per cent. Before that for some years we paid 
something like Rs. 10 per share of Rs. 50 or 20 per cent. 

Mr. Subba Boo.—During the boom period you paid 40 per oent. 7 
A. Yes, I should think so. 

President .—You paid 16 per cent, last year and made somo provision for depreciation 
I see 7 

A. It was not the full provision. 

Q. What would the full provision be 7 
A. About a lakh and seventy thousand rupees. 

Q. You have got a reserve fund which is more than equal to the paid up capital 7 
A. Yes, but that has been spent on extensions. Our mill had originally 20 thousand 
spindles and 250 looms. We have now doubled that. 

Q. How many mills are there in Bangalore 7 

A. There are three mills ; two are controlled by us and of these one is a newly built 
mill called Minerva Mills with about 20 thousand spindles. 

Q. Is that working 7 
A. Yes. 

Q. Is it only a spinning mill 7 
A. Yes. 

Q. That is interesting, because we have been told that spinning mills are doing much 
worse than weaving mills and we should be glad to know why you put up a purely 
spinning mill 7 

A. In the boom'time every mill was paying and in order to out down the capital cost 
we thought we could start with spindles only. Now we think of putting in looms. I 
think looms will be working some time early next year. 

Q. How long has this mill been working 7 
A. For about a year. 



216 


Q. With what results ? 

A. There was a small loss last year. 

Q. A small loss when you bought your machinery at high prices 1 

A. I cannot say that we bought our machinery at high prices, because we bought 
it at 90 per oent. premium. 

Q. And what would be the premium to-day ? 

A. Now it is 26 per oent. and then what we lost here we gained in exchange. We sent 
our money when exchange was at 2s 6 d. The mill did not cost us more than it would 
have cost us now or even before the war. 

Q. The only trouble is that you got it started when the boom was over ? 

A. Yes. 

Q. Is not that what usually happens in trade cycles ? 

A. Yes, it is so. 

Q. The reason of my putting the question in that way is that I want to know your 
views as to whether what happened was that you placed your orders when prices were 
at their highest; you got your machinery when things are at their worst and then when 
you are not working at a profit you say it is due to the Japanoso competition. Might not 
the same result have happened if there had not been Japanese competition ? 

A. That can only be said if thore is over-production in India ; but I do not think there 
is over-production. We are only manufacturing what the country really wants. We 
are making only 1,790 million yards of cloth as against 3,535 millions required for the 
country. So there is scope for expansion of the mills both in spindles and looms, provided 
the industry is placed in a healthy condition. 

Q. But might there not be over-production of the sort of cloth the country wants ? 
My point is that it is possible that the Japanese imports are growing because Japan 
supplies what the country wants. 

A. My position is this. I do not say that Japan imports goods in sufficient quantities 
directly and visibly to compete with us. It is importing just enough to cut down our 
prices, so far as tho manufactured goods are concerned. 

Q. Why do you think they are importing to out down tho prices ? 

A. As I stated before Japan with the cheap cotton they oan obtain in India must be 
doing profitable business in their own countries and also in the foreign markets supplied 
by Indiau mills in tho old days ; and their imports into this country represent only a small 
portion of their production and hence they can afford to sell at a loss to out down prices 
and capture Indian markets. 

Q. Unfortunately wo have no evidenoe about that one way or the other. 

A. One oannot say we have very keen competition with the Japanese so far as the 
volume of the actual goods go. Our total requirements are about 3,535 million yards 
including total imports and mil] made goods; and Japan imports are only about 155 
millions. So we cannot say that the Japanoso are competing with us in manufactured 
goods. They are using this as a dumping ground ; that is what I say. Our further 
grievance against Japan is that they are taking our ootton at a cheap price and they have 
been making inroads in our foreign markets. That may be one reason to say that there 
is over-production in India. India’s export trade is entirely gone. 

Q. That is hardly oorrect. India’s export trade in piece-goods is, if anything, slightly 
increasing. 

A. I am speaking of yarn to China. 

Q. Have not the Japanese exports to China suffered almost equally ? If you look at 
the figures, you will find that the Japanese exports to China are going down very 
heavily. 

A. That might be due to tho Chinese manufacturers looking up. 

Q. Exactly; but then you cannot call that Japanese competition ? 

A. But why should we afford facilities to Japan—I mean by enabling them to obtain 
cheap cotton from India for spoiling our trade in yam and doth 1 

Q. Is not the great objection to an export duty on cotton that it penalises certain 
olass of cultivators ? 

A. If we were sure that we will get the duty without affecting the interests of the agri¬ 
culturists, I do not see why there can be any objection to it. 

Q, But how can you get a duty without affecting the interests of the agriculturist ? 

A. Japan cannot do without our cotton. They cannot replace Indian cotton by the 
more expensive- American. Provided tho amount of the export duty is reasonable, 
Indian cotton even with the duty will be always cheaper than the American. 



217 


Q. What do you oall a reasonable figure ? 

A. About Ra. 5 to 10 per oandy. 

Q. What is Rs. 5 going to do ? It is neither here nor there. Do you think Rs. 10 
per candy or leas than three pies a pound will make any difference in the Japanese 
imports of cotton from this country ? 

A. It might give us some help. It is a matter for the Board to consider what will be a 
reasonable duty, 

Mr. Subba Rao. —You want it to be sufficiently high ? 

A. Yes; to give us some substantial help; 

Q. But not so high as to induce Japan to buy American cotton? 

A. Yes. And especially when there is scope for increasing the number of spindles 
and looms in the country, why should we send our raw material to foreign countries ? 

Q. But is not the spindle capacity slightly in excess of the Indian requirements ? 

A. I do not think so, if we put in more looms. The bulk of our requirements of cloth 
can be met from yarn of not higher than 30s and 40s. We can make that cloth here as 
well. 30s warp and 40s weft, we can make in India. 

President. —Can you make it as well ? 

A. Yes. But, though we can make cloth of that quality the bulk of the cloth used in 
India is under 20s warp and 30s weft and in some markets it is even under 203 weft. 

Mr. Subba Rao. —I am speaking of the imported cloth. What proportion of the 
imported cloth do you think is 30s and 40s and above and what below 30s ? 

A. Imports are falling down. In 1924-25 the total imports were 727 million yards from 
the United Kingdom and 109 millions from Japan. In bleaohed cloth they were from 
the United Kingdom 532 million yards and from Japan 4 millions and in the subsequent 
year this has dropped down. 

Q. But I was asking you about the counts of yarn in the imported cloth. 

A. I think a good portion of imported cloth consists of yarn not over 30s warp and 40s 
weft and we Indians can turn out this cloth as well. Any cloth over that we cannot 
make. We will have to rely on Manchester for that. 

Q. Therefore, is not there the danger of over-supply of cloth of lower counts if you 
multiply the Indian mills ? 

A. But I think the consumption of coarse cloth is much more than that of the bleached 
and the finer counts are used only by the rioher classes and the proportion is very small. 
The majority of the people are UBing only the rough cloth and since the movement 
of Gandhi, I think the people have more fanoy to use coarser cloth, especially 
khaddar. 

Q. It is only a small section. We have been' told that the taste for the finer cloth is 
developing. 

A. No; I should think it is disappearing. 

Q. Some witnesses told us the other way. But in any case, it is not possible to spin 
yam of finer cotton, above 30s and 40s, with Indian cotton ? 

A. No; we cannot. 

Q. The production of yarn between 30s and 40s has been either stationary in India 
or has fallen and so has been its import. You suggest that the Indian production will 
meet the present Indian demand for imported cloth. But beyond a point tho Indian 
mills cannot, because the kind of cloth the production of which can be increased is 
coarse. 

A. All the cloth required by the masses can be manufactured in India and the imports 
thereof are considerable. 

President. —Would you admit that upoountry mills on the whole are doing better 
than the Bombay mills ? 

A. I cannot say that in all cases. 

Q. You would, at any rate, do so as regards your own mill ? 

A- Success or failure depends on the reserves to some extent and also on the efficiency 
of the mills. 

Q. But taking it all round, tho upcountry mills are doing better than the Bombay 
mills ? 

A. Because upcountry, there are comparatively few mills. 

Q. What difference does that make ? I do not see how that should make a difference. 
Do you mean they have their own local markets ? 

A. Yes, They are at an advantage to that extent. They can serve the area within 
about 200 miles profitably. 
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Q. Here are some figures which I want to put before you. You point out that the 
Japanese imports are very small and yet you consider that they fix the rate of prices. 

A. Yes ; because in accordance with their reduced quotations our customers threaten 
to place the orders with Japan if we don’t reduce our prices. 

Q. In 1923-24 the'Bombay mills made 855 million yards of cloth and the upoountiy 
mills 846 millions. In 1924-25 the Bombay mills made 986 million yards and the up- 
country mills, 984 millions. In 1925-26, the Bombay mills made 871 millions and the 
upcountrj mills, 1,083 millions. You will see that in two years the outturn of the 
upcountry mills has gone up by about 240 million yards. 

A. That is because I think some of these mills had large reserves and they might have 
invested their money in expanding their business. 

Q. I quite agree. Whatever tho reason do you not consider it at any rate possible that 
the effect on the Bombay mills has been just the same as the increase in the imports 
from Japan t What I mean is that the Bombay mills arc yearly meeting greater com¬ 
petition from upcountry mills, and might not that be as effective in pushing their 
prices down as the competition of the Japanese mills ? 

A. Both might contribute. 

Q. You think both might contribute ? 

A. Y’es. 

Q. Quite so. The Millowners havo paid special attention to Japanese competi¬ 
tion. 

A. The Millowners’ point is, if I understand them rightly, that any increase in the 
production of piecegoods in India should not affect the industry so long as the actual 
production is far below the requirements of tho country. 

Q. I do not follow that at all. 

A. Supposing tho oountry wants 3,500 million yards and if we produce 4,000 million 
yards, then we can say there is overproduction. But as long as we make just half of 
that, I cannot say there is overproduction. 

Q. Apart from the fact that you cannot produce the finer goods ? 

A. We can at least produce another 50 per cent, of our imports. What is the percentage 
of finer cloth ? 

Q. How much of the Japanese imports of 150 million yards and of the 1,287 million 
yards from the United Kingdom, can you produce ? 

A. I think we can produce 50 per cent, of Buoh imports as are made from 20s to 
30s warp and 30s to 40s weft. 

Q. How much of that comes from the United Kingdom ? 

A. Long cloth and other sorts made from those oounts, I believe, are coming. 

Q. Are they 20a warp and 30s weft 

A. Yes ; I think so. 

Q. We havo been told that the imports from the United Kingdom of anything under 
40s are small. 

A. My impression is that they are not so small. But during tho last four or five years 
some mills in India are manufacturing doth in imitation of the Manchester cloth, like 
shirtings, longcloth, etc. 

Q. Are those under 30s T 

A. They are all under 30s. 

Q. I wish you would send some samples of them. 

A. The shirting for instance that I am wearing is made in a mill in Southern India 
and it is made of 24s warp and 30s weft. And this kind of cloth is being imported 
largely from the United Kingdom. 

Q. If you wbuld send us samples of the United Kingdom cloth of what you think are 
under 40s we should be very much obliged, beoause the evidence we have got so far is 
certainly to the effect that not much cloth below 40s comes from the United Kingdom. 

A. Yes. I shall. 

Q. I cannot help thinking that your estimate of the probability of producing 50 per 
cent, of tho United Kingdom goods is a very high one. 

A. My impression is that only a small percentage of the country’s requirements are in 
oounts over 30s and 403. 
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Q. My impression is that most of the 1,740 million yards that come in from outside, 
are of counts over 40s. 

A. We are getting some from Italy also. 

Q. Very little. But at any rate, the point whioh I wish to put to you is, whether the 
additional 240 million yards turned out by the upcountry mills in the la3t two years 
might not have had as depressing an effect on the Bombay mill industry as the 150 
million yards of imports from Japan. 

A. I cannot say particularly of Bombay. It may have a depressing effect on all the 
mills. Upcountry mills are also suffering. I think that competition between upcountry 
mills is much keener than in Bombay. 

Q. In Bangalore you have a piecegoods market, I suppose ? 

A. Yes. The complaint t here is that the rates there are spoiled by the mills in Ahmed- 
abad and other places. So we are also now suffering. 

Q. Then how would protection oure that ? 

A. I think the principal cause is the Japanese competition. They are always trying 
to cut down the prices. But at the present moment owing to heavy stocks held by the 
mills in India, they try to undersell each other, apart from the Japanese dumping 
quotations. Now the question for the Indian mills is how to move the goods. 
The mills are not looking to their costs. They have to sell and so they are selling. 

Q. Are you getting much of tho Japanese goods in Bangalore ? 

A. Wo are not getting much. But the quotations are always there and dealers are 
guided by those quotations and ask for lower prioes, and if we do not meet them, they say 
that they will go and place their orders for tho Japanese goods. 

Q. But the same thing might happen, as far as you are concerned, with Ahmedabad- 
Suppose there were no Japanese goods in Bangalore. Might they not say that they can 
get lower prices in Ahmedabad and hold those prices before you. 

A. Yes. But the internal competition is not always so keen and if there is internal 
competition I for one won’t object. But what I object to is the foreign 
competition. 

Q. That of course is the view of the protectionist all the world over. 

A. We do not want protection against fair competition. We want to have things 
adjusted. If the Japanese are given some benefits by their Government—what I under¬ 
stand, though I havo no definite knowledge of it, iB that they h^vo subsidised the steam¬ 
ship companies—and they can therefore transport the raw material and manufactured 
goods at a cheap cost. All these advantages are given by their Government and I think 
our Government should give us some benefit. 

Q. Of an export duty ? 

A. Yes. That is the least harmful duty one should think. I do not favour an import 
duty because it may lead to rise in prices and that may again check consumption. At 
present the consumption has gone down. I think in the old days we calculated about 
10 yards per head and now according to the recent calculation, it is 7 or 6 yards per 
head. 

Q. I do not know where that figure comes from. My own figure is 11 
yards. 

A. Recently they say it has come down to 7 yards. 

Q. My figure for 1925 is 11 yards. 

A. What was it in the pre-war days ? 

Q. It was 13 yards. 

Mr. Subba Bao .—If you take one year possibly it may be less. The average for 7 
pre-war years would be about 3,394 million yards but now it is 3,635. But even if you 
take 1913-14 a year of very large imports the consumption was 4,173 million yards, or 
it would be 2 yards per head more than now. In the last year or two consumption has 
not been much short of pre-war average ? 

A. In India doth is not quite so necessary as it is in other countries. People can do 
with very little cloth for some time, especially in Southern India. 

Baja Hari Kishan Kaul .—You say that the depression is due to your not being 
able to sell cloth 1 

A. I say that the depression is due to not realising the price which will cover our oost; 
either the price of raw material should go down or the prioe of manufactured goods must 
go np to secure a sufficient margin. 

Q. Which of the two do you think would help more ? 

A. I think we may get our cotton cheaper. 
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Q. I understood you to say that the cultivator would not suffer ? 

A. I mean cheaper in this sense that there will be more margin between the cost of 
manufacturing goods and the prioe at whioh they are sold. 

Q. But the cultivator would get smaller prices for his cotton ? 

A. Yes, if you consider that the price whioh the exporter is prepared to give would 
form the basis of the price. 

Q. Naturally the price of ootton being regulated by the export the cultivator would 
get less ? 

A. Not necessarily, because if an exporter wants cotton for his requirements he might 
pay the prioe whioh the agriculturist wants. 

Q. What do you think is going to happen ? Do you think the export duty is going to 
lower the price of cotton f 

A. I think it will not reduce the price of cotton generally. 

Q. If it does not reduce the price of cotton how are you going to gain ? 

A. Now, for instance the exporter to Japan takes cotton, say, at Rs. 100 a candy. Put 
on a duty of Rs. 10 ; then he will be paying Rs. 110. Then our prioe will be only Rs. 100. 

Q. The Japanese price will be Rs, 10 higher, and the price of cloth will go up 1 

A, Yes, it is only a relative thing. The oost of manufacture of the Japanese would 
go up to the extent of the duty. 

Q. I understand that you believe that the export duty will not lower the price of cotton 
but it will raise the price of cloth ? 

A. Yes. 

Q. And so enable you to run your mills at a better advantage ? 

A. Yes. That is tho idea. So far as Japanese competition is conoemed, it will 
enhance the cost of Japanese manufacture to the extent of the duty. 

Q. Provided that the Japanese are unable to get their ootton elsewhere ? 

A. I believe they cannot get this cotton elsewhere for at least ten or fifteen years. 

Q. Did you read the artiole which appeared in the “ Times ” the other day f 

A. Yes, the uncertain prospect of getting cheap cotton always from India is what 
is exercising the mind of the Japanese and really frightenB them. 

Q. So they are already thinking of finding some other sources ? 

A. In the meantimo we can increase our looms and spindles and we can find demand 
for our cotton in our own country. 

Q. I understood from your replies that tho margin for expansion is not very great 
leaving out the finer counts whioh you cannot produce from Indian cotton. The 
margin for expansion is therefore not very great ? 

A. I think there is a margin of another 50 per cent. 

Q. Isn’t it correct to say that the imports of fine cloth from the United Kingdom are 
of counts which cannot be produced in India t 

A. Some of them are of counts whioh cannot be produoed and some are of counts which 
can bo produced. 

Q. But you told us that- you could not ordinarily produce higher counts than 40s. You 
cannot produce anything over 40s or perhaps 30s from your cotton. Therefore you 
cannot replace these finer qualities coming from England. Excluding nine-tenths of 
that tho margin for expansion compared with the total consumption of cloth in India 
is not very great '! 

A. I think it is about 50 per cent. Now India is making only 1,970 millions, the total 
requirements are about 3,535 millions. What is the import from the United Kingdom T 

Q. It was 1,613 millions in 1924-25. 

A. At least 50 per oent. of this cloth can be made in India. 

Q. We were told that nine-tenths of that cannot be made in India ? 

A. I have no definite figures, but I believe at least 60 per oent. of the imported cloths 
can be made In India. 

Q. In any case if in ten years’ time the Japanese were to dispense with the purchase of 
cotton in India will it not be a very regrettable thing for India to lose this market. Cotton 
is one of the two or three paying crops which provide the cultivator with a surplus, 
i.e., with the means of paying his revenue and repaying debts, etc. ? 

A. The export of raw material is not of real benefit to the country. If it exports the 
goods in a manufactured condition then it is more paying. Our attempt Bhould be in 
that direction. Moreover Japan will not stop taking cotton even if you put on a duty. 
My suggestion of an export duty on ootton is on that hypothesis. 
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Q. That is a hypothesis which you have to assume in order to justify the export 
duty ? 

A. Yes. 

Q. Supposing it does not happen it will be a dangerous thing to do f 

A. Then the other question is, why should we grow more cotton than is required 
for the country. Food crops are being neglected and these commercial crops are being 
grown in preference to foodstuffs. That is another complaint. 

President ,—Who makes that complaint ? 

A. The oonsumers. The agriculturists themselves say that they are growing this 
cotton crop in preference to foodstuffs. The cost of living is going up. 

Q. Is not the position that the cost of food has gone up 30 per cent, as against 100 per 
cent, for cotton ? 

A. All the cultivators are not cotton growers. 

Jttaja Hari Kishan Kaul ,—What do you consider to be a fair dividend for a mill to give ? 

A. Say, about 7 or 8 per cent, on the market value of the shares. 

Q. Do you think that a mill which is giving say 10 to 16 per cent, is running fairly well 
and has no cause to complain ? 

A. No; it has no cAise. 

President .—What is the market value of your shares ? 

A. Rs. 117. 

Raja Hari Kishan Kaul .—Judged by that standard aro upcountry mills doing well 
generally or suffering ? 

A. I do not know much about mills in Northern India but mills in Southern India are 
doing fairly well. 

Q. You said something about freights. You do not advocate any favourable rates 
to carry cotton to the mill centres or the cloth to particular marketB ? You Bimply 
want the freight to be regulated on the basis of distance ? 

A. That will be a more rational view of dealing with it. At present I find from Bombay 
toTuticorin which is over 1,199 miles the rate is Re. 1-3-0. 

Q. That is because of the competition of the coastal shipping ? 

A: Yes. From Bangalore to Madura, 386 miles, the rate is Re. 1-6-0. 

Q. Your proposal is that all freights should be based on a. 

A. On a scientific basis, not an arbitrary basis. Now, they are giving these special 
rates just to compete with ooaatrl steamers. Railways are public utility concerns and 
their object must be to aid other industries. 

Q. As in Austria or in Germany 1 

A. Yes. 

Q. For that purpose you propose that all freights should be based on distance ? 

A. On distance and on any other scientific basis. 

Q. Without making any concessions in order to compete with other agencies for 
transport ? 

A. Railways have no business to oompete. They do not get any real volume of business 
by competition. They are only placing one area in competition with another. 

Q- Don’t you think that they lose a certain amount of transport ? 

A. Even with this reduction I am told they are not getting muoh trade. People 
sending by coastal service will go on sending by coastal service. 

Q. Some people have suggested that some concession should be given ? 

A. Cotton is classed under what is called the fourth class. It used to bo under class II 
and I cannot understand why it has been brought to Class IV whioh has higher scheduled 
rate. That is rather an exceptional rate to be charged on cotton. 

Q. You think the classification ought to be altered T 

A. Yes. 

Q. Some people suggest that there should be favourable rates for the transport of 
cotton and for the transport of cloth. 

A. They must have favourable rates by the changes in the classification of the goods. 
Other considerations should not entor into it. Distance or any other scientific method 
of calculating freight from place to place must be taken. 

Mr. Majmudar .—You have said that wc have got in India cotton suitable for 
spinning 30s to 40s. If you refer to the statement on page 71 of the millowners’ statement 
you see that the production of 31s to 40s was 22,010,000 lbs. in 1907, 20,694,000 in 
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1908, 15,825,000 in 1909-10, 18,036,000 in 1910, 20,281,000 in 1911-12, 19,042,000 in 
1912-13, etc., etc. For 1924-25 it is 19,308,000. We are not making any progress there 
although we have made progress in fine counts above 40s. To what do you attribute 
that T - 

A. Those counts may no be paying to the mills. 

Q. And still Japan was able to import a good number of bales. Japan imported 19 
million lbs. The imports are equal to onr production. 

A. Perhaps on account of the Japaneso competition in those counts it was not paying 
to the mills in India. 

President. —Why was no progress made before Japanese competition really started ? 

A. I think high staple qualities are being grown only in the last eight or nine years in 
Tiruppur and other areas. Ten or fifteen years ago we had not this high class cotton 
like Cambodia. 

Mr. Majmudar. —Now that we have got cotton will the mills be able to spin more 
of 31s to 40s? 

A. Yes, and I think we can grow that kind of cotton more than we do at present. 

Q. Your mills are not spinning 40s. 

A. We do now. 

President. —From what f 

A. From Cambodia, and Karunganni. We have been able to make this at a profit 
because the Japanese are not able to sell, perhaps because of their appreciated currency. 

Mr. Majmudar. —Can you give us an idea of Messrs. Binny’s system of sales ? 

A. 1 believe they have got what they call indenters and they give a commission of 
about 4 per cent. I think to such indenters. But most of their sales are made to Govern¬ 
ment departments. 

Q. Do they sell to one merchant in each centre ? 

A. They appoint a number of merchants—about three or four—as indenters. 

Q. That system is working very well ? 

A. I have no idea. 

Q. Compared to Bombay mills in costs of production do you stand to gain in the matter 
of wages ? Do you stand to gain in anything else ? 

A. Yes; we pay about 25 to 30 rupees a weaver. We have not to pay anything for 
water as the mills have their own tanks. 

Mr. Subba Kao .—It is about Bs. 47 in Bombay. What do you pay a Bpinner ? 

A. .We pay about Rs. 15. 

Mr. Majmudar .—Will you please send us these details T 

A. Yes. 

Q. For store.s you have to pay more ? 

A. Yes, certainly because of the high railway freight. 

Q. In the matter of fuel ? 

A. We are working by eleotrioity. 

Q. What, is the rate ? 

A. 0'6 annas per unit. 

Mr. Subba Rao .—It is O'7 in Bombay. 

Mr. Majmudar. —What about fire insurance and other charges ? 

A. So far as fire insurance is concerned 1 think we have to pay 10 per cent, higher than 
what the Bombay mills pay. We are paying the tariff rates prevailing in the Madras 
circle. They are about 10 per cent, higher than in Bombay. In Bombay the rates were 
recently revised but in Madras they have not yet been revised. 

Q. Is there any difference in rates oharged to the mofussii mills in the Madras Presidency 
and the mills situated in Madras City ? 

A. I do not think there is any difference. I have no definite information on that. Is 
here any difference between Bombay and the moffussii ? 

Q. Yes. 

President. —The Baroda witness told us it was 50 per cent. I rather think 35 per cent, 
would be nearer the mark. 

A. We have not got any difference, I believe. 

Mr Majmudar .—How do you find yonr labour ? 

A. We find it quite satisfactory. 
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President. —is there not a strike now ? 

A. That was engineered by people who have no interest in tile industry. It is finished 

now. 

Raja Hart Kishan Kaul. —Is it efficient ? 

A. As regards the efficiency of labour there are several factors to be taken into account. 
If one keeps his mill in order and in an efficient condition there is very little to be done 
by the people and the machinery gives satisfactory results. But if these things are 
- negleoted, however efficient your labour may be, there will be breakages and things like 
that and the machinery will give inefficient results. 

Q. You have no reason to complain about the efficiency of labour ? 

A. No. 

Q. Even as compared to Bombay ? 

A. I think our labour is as efficient as Bombay. 

President. —What sort of production from looms and spindles do you get ? 

A. I thmk we get 7 ounces for 20s which is 80 to 85 per cent, of the efficiency' guaranteed 
by the makers. 

Q. What is the production per loom T 

A. It varies with qualities. The average now is about 15 pounds. 

Q. If I may say so from your figures it is quite evident that yours is an efficient mill. 

Mr. Majmudar. —What about absenteeism ? 

A. That is the only trouble we have. We have to keep more men than wo really want 
That is the only thing that can be said about these people. They are not very steady. 
We have about 0 to 8 per cent, absenteeism and we have to keep extra people. 

Q. In weaving ? 

A. In weaving there is the pieceworker. 

Q. You do not keep extra men there ? 

A. No; but we have always what we call substitutes who are paid only when they 
work- 

Q. So you keep extra men only' in spinning ? 

A. Yes. 

Q. Do you force the weavers to take away imperfect cloth ? 

A. Wo do not force them. At one time the weavers were themselves keen on having 
such doth when tho price of cloth was very high but recently when the prices have gone 
down they made that a grievance. They wanted the cloth to bo taken by the company. 
We said we were quite agreeable to do so at the price which we realised for the cloth when 
it i3 Bold, and that is tho system we aro no w adopting. 

President. —We have discovered here in Bombay that it is really one of the greatest 
grievances they have got. It is stated that a man who has a piece of cloth worth about 
Rs. 20 can only sell it for Rs. 7 or Rb. 8 in the bazaar. He finds that a very heavy penalty. 
Do you think it really is a sound system, this system of compelling him to take cloth ? 
Would it not be better to give an unsatisfactory man a warning once or even twice and 
if necessary get rid of him rather than to compel him to take cloth ? You know it means 
that for a comparatively small mistake there is a very heavy fine. I admit from the point 
of view of the mill it is a serious matter. But it does seem to me that it would be better 
to get rid of him. 

A. I do not think the mills will be unreasonable in that respect. If a serious grievance 
isbroughttothenoticeofthemanagerlthinkhewillsetitright. In our mills for instance 
we are crediting the cloth at, a price which we would realise by selling the cloth. We are 
selling some short lengths, also damaged cloth for which the weavers are not responsible. 
There are certain cloths which are damaged through no fault of the weavers. 

Q, I agree that this is a very much better plan than compelling the man to sell it 
himself. 

A. The weavers themselveR wanted the cloth when prices were high- They were 
taking it and selling at higher prices during the boom period. But now the market is 
against them. 

Q, Even in the boom time they could not have made money. Were you charging the 
market price ? 

A. No, only the cost prioe I think. 

Q Is the cost price what you charge now ? 

A. I think it js the wholesale price now but I am not quite oertajn, 
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Mr. Majmvdar .—Is it wholesale contract price that you charge ? 

A. I think it must be the wholesale eontraot price. 

Q. What is the system of recruitment of labour in Bangalore T 

A. We are recruiting them direct- People come at the gate and seek employ¬ 
ment. 

President .—You get them through jobbers ? 

A- We do not leave these in the hands of the jobbers. The responsible heads of depart¬ 
ments make the selection. 

Mr. Majmudar .—The selection might be through the jobbers t 

A. No. 

Q. Does the weaving master himself select the-men ? 

A. Yes, because if it is left to jobbers it will lead to corruption. 

Q. Have you got any works committee to hear the complaints of the people or any 
other organisation of that sort V 

A. If the people have any grievances they go to the masters. 

Q. You mean they go to the manager ? 

A. Yes, they go to the manager or the departmental heads. 

Q. The Labour Union’s complaint is that the departmental heads always try to uphold 
the deoision of the jobber for the sake of prestige. 

A. I do not think it is so. It depends upon the masters. If the master is not in touch 
with the people, it is quite possible. 

Q. Their suggestion is that labour would ho more vocal if you were to have a Works 
Committee consisting of the representatives of the labour, representatives of the 
management and some independent men and if it could meet from time to time to 
decide questions of dismissals, of fines, their grievances would be better redressed. 

A. I think that is too much for the labour to ask. I do not think in any industry it 
is done like that. It is purely a matter of agreement between the two. If the em¬ 
ployee does not like the employer, he is at liberty to go away. Why should there be all 
these things ? 

Q. What they say is that at present there is discontent and there is no means of knowing 
what the discontent is due to. 

A. The discontent is mostly engineered by people who have not much useful work 
to do. 

Mr. Subba Rao. —That, is one interpretation of the labour movement. 

Mr. Majmudar .—You think the Works Committee would not work properly or would 
lead to more trouble ? 

A. I think it will be more or less sinecure. 

Q. Supposing the Works Committee were to operate only when they have complaints 
against the decisions of the master ? 

A. If they have any oomplaint against the master, they can approach the managor 
and if they cannot do that they can approach the agents. 

Q. It has been represented to us that, in all such oases, no workman is heard, and 
that there is no justice meted out to the workman, 

A. I cannot say how far that is supported by real facts. 

Q. Supposing there are cases like that, do you think that a Works Committee 
would bo a solution 1 

A. In such cases it may he. 

Q. Have you got a Provident Fund system T 

A. Yes. We do not take anything from the people. But we contribute to their 
Provident Fund 10 per cent, of their wages if they put in regular attendance. They can 
be absent with leave; for instance, if they are sick or they are absent after obtaining 
previous permission they aro not penalised. But if they are absent without leave, the 
contribution is not made; ‘ 

Q. Any workman can join this Provident Fund t 

A. Yes, 

Q. Is it only the oompany whioh contributes T As there is no contribution from the 
workman, practically each workman is a member of the Provident Fund ? 

A. Yes, and we give this after Beven years’ service. 

President .—How many operatives have you got altogether T 

A. About 2,000 men in the Mysore mills and about 800 in the other mills. 
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Q. Are they separate companies ? 

A. Yes ; they aro separate companies, 

Mr. Majmudar _When you discharge labour, do you give them any notice or you 

simply ask them to go away T 

A. If they are dismissed for any fault of theirs, we do not give them any notice. 

Q. If it is a case of reduction ? 

A. We do not make any reductions at all. 

Q. Supposing you want to reduce some workmen. 

A. Then it is fair to give them a month’s notice. 

ilfr. Subba Rao .—Has that happened at any time when you had to send away 
people ? 

A. Such occasions are very rare. 

President .—I understand that you work under exactly the same Factory Act as 
they do in British India t 

A. In fact we anticipated this Act and we were working ten hours long before the 
Act came into force. 

Q. You are in the Mysore Territory and the Factory Aot there is exactly the same 
as in British India ? 

A. Yes. 
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Witness Mo. 68 

Hn NARANDAS PURUSHOTTAM, BOMBAY 

Written Statement dated 20th August 1926. 

The Millowners have [stated their side of the case very cleverly but, as may be 
naturally expected, it is singularly one-sided and, therefore, I desire to draw the 
attention of the Board to the other side of the shield. 

I admit that Indian industries are hard hit by foreign exchange—with sterling at 
1/6 d. and Yen at 132 which is near par on this basis. I further admit that Indian 
industries are considerably handicapped by having to import machinery and stores from 
foreign countries ; but when this is said and done it remains to be observed that if foreign 
countries are able to compete with India even after bearing the transit and other charges 
both ways, in addition to an import duty of 11 per cent., it is only rendered possible by 
the economical and efficient management obtaining in those countries. 

Now to come to the point about Japanese goods competing with Indian in our home 
and export markets. A casual study will reveal that so far as the foreign markets are 
concerned Japan competes with India in sheetings only. In pre-war time India enjoyed 
a very fair proportion of the East African trade but during war time and immediately 
afterwards when the Swadeshi movement captured the imagination of Indians for nearly 
2 or 3 years the mills found it more to their interests to produce qualities suitable 
for home consumption only and full advantage was taken of the Swadeshi movement 
to squeeze the maximum prices from the consumers. The Bombay mills during all these 
years deliberately and willfully ignored their special export markets simply to satisfy 
their greed of realising better prices at home. The door was thus opened for the ingress 
of Japanese goods into East Africa, Egypt and the Levant. America which also used 
to export sheetings to Africa in fair quantities ceased to take the same interest in the 
African trade beoauso of increased domestic consumption at remunerative prices. Japan 
thus found the field wholly to herself in this particular class of goods and not only did she 
take the full advantage of the opportunity but having once acquired a foothold she had 
been naturally trying her utmost through ner superior efficiency and economical manage, 
ment to retain her position despite the severo competition that she has to face today in 
the said markets from Belgium and Austria as also from America and India which have 
again sought an outlet in these markets. 

Thanks to the methods and practices of the Indian millowners the Swadeshi movement 
has languished (as it did in 1909 for similar reasons) and now when they find their old 
export markets in other hands they are crying out like spoilt children for the results of 
their own follies and misdeeds. It is obvious therefore that Indian millowners have 
been themselves solely responsible for losing their export markets. It is my firm 
oonviotion that if our Indian mills were to put their housos in order, and run their 
concerns economically and efficiently they could most successfully compete against 
Japanese or any other goods. 

For instance, only this week the Bombay Dyeing Mills—oneofthebest managed concern 
in the whole of India—has successfully sold sheetings in competition with Japanese goods 
and they as well as the Century Mills and some other mills have also placed on the market 
various qualities of long-cloth and shirtings in direct imitation of Japanese goods of these 
descriptions at not merely competitive but distinctly lower prices. Japanese dhooties 
manufactured from 30s counts or thereabouts also sell in the Indian market side by 
side with Indian dhooties of similar count; but in this connection I would draw the 
attention of the Board to the faot that the quantity of Japanese dhooties imported into 
India of these counts do not constitute even 5 por cent, of similar dhooties imported from 
Lancashire. As a matter of fact the Japanese dhooty business is almost contemptible 
so far as quantity is concerned which defeats the millowners’ contention that Japanese 
goods are aoldfcheaper thanlndian, on the other hand the quantity of Lancashire dhooties 
imported into India serves to show where the competition lies. 

Secondly, there is some slight competition in bleached Busies which were originally 
manufactured by the Bombay mills. In this connection also I should like to lay stress 
on the point that if Bombay mills suffer from Japanese competition they suffer all the 
more from Ahmedabad mills’ competition. Since the last year or so Ahmedabad has 
been turning out this class of goods in huge quantities and has been underselling not 
only Bombay but Japan also. Cheap labour, intensely economical management, very 
low bleaching oharges and the nearness of the raw material and the finished product# 
markets all go in Ahmedabad’s favour. 
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It is ray deliberate conviction that beyond the competition indicated above Japanese 
goods do not compete with our Indian mills. Grey shirtings which are imported from 
Japan in fair quantities do not compete with Indian goods but with Lancashire goods 
and this is amply borne out by Customs figures which demonstrate that Lancashire has 
lost ground to Japan although it would not be true to say that Japanese imports have 
increased in anything like the same proportion as the decline in Lancashire imports. The 
difference may be accounted for by the poor demand for these goods more than anything 
else ; hence with the exception of grey sheetings (36" X 30 Yards X 9/10 lbs.) and some 
small quantities of bleached susies Japanese goods do not enter into competition with 
Indian products. 

Now, coming to the second point I should like to inform the Board that if Indian mills 
would improve their administrative machinery and otherwise put their houses in order 
they will be so able to reduce their cost of production that there will be no need to 
entertain any fears about Japanese competition. A few suggestions will not be out of 
place. 

1. The method of buying cotton adopted by the mills is defective. Instead of buying 
cotton through middlemen (to whom fat commissions are paid) cotton purchases should be 
made direct in the cotton producing centres by tbe mills’ own staff as is done in the 
case of several well-managed concerns. This would effoct a considerable saving. 

2. Likewise instead of paying fat commissions to selling agents, the mills should have 
thoir own shops in the markets as in tho case of well-managed concerns like the Century, 
the Crown and the Hindustan Mills. Incidentally it may be also Btated that with the 
removal of these middlemen in buying cotton and selling yarn and piece-goods they will 
to a large extent automatically remove the channels which render various malpractices 
possible and of which so much is often heard. 

3. Japanese mills, if my information is reliable, are managed by salaried managing 
directors. The same economical system should be introduced in India instead of paying 
exhorbitant commission to the managing agents. 

4. There is also much room for effecting considerable economy in the purchase of 
coal, stores and other materials in which generally secret commissions are paid and which 
also add to the cOBt of production. 

5. A number of mills are equipped with suah out of date and worn out machinery 
as to considerably enhance the cost of production. 

6. The goods turned out by the majority of Indian mills vary so frequently in quality 
and weight that there is nothing like a Standard quality on which consumers may safely 
depend. This means constant trouble to the wholesale and retail distributors of goods. 
Again for instance, mill A turns out a quality in 5 lbs. under No. 902; another mill 
manufactures the samo kind in 4J- lbs. under the samo number; whereas a third mill 
uses tho same number on 4 Ibs. s This injurious practice results in tho qualities ceasing to 
run in the consuming centres with the result that stocks accumulate and become unsaleable 
except at big losses. This practice therefore Bhould be abolished and each mill should 
use its own registered number as is the case in Lancashire and Japan. This is very 
beneficial to the wholesale and retail distributors and therefore to tbe mills themselves. 

7. Well-managed concerns like the Bombay Dyeing, the Hindustan and the Crown 
Mills (to mention but a few in Bombay), and almost all the mills in Sholapur, Indore, 
Nagpur, Cawnpore and Ahmedabad are not only not making any losses even in these 
hard times but on the contrary show very good profits. This in itself is conclusive 
evidence that there is something rotten in the management of other concerns and the 
latter would do well to take a leaf out of books of the former. 

8. The Indian mills might with profit to themselves pay greater attention to improve¬ 
ments in sizing, the removal of leaf dust as aho to improvements in packing (which is 
extremely defective today). Japanese packing is very good and worthy of imitation. 
Another frequent defect is that one and the same bale contains pieces which vary con¬ 
siderably in weight and dimension. This is very injurious and is never to be found in 
foreign goods, especially Japanese. 

9. The oontraet terms which the mill-owners force upon their buyers are nefarious for 
their one sidedness. The buyer is in all respeots absolutely at tho meroy of the seller, 
especially as regards the delivery period which enables the not overscrupulous sellers to 
take unfair advantage of tho rise and fall in prices to the great detriment of the buyers. 

10. It is also a common practice with our mills to manufacture the same sorts of 
cloths. This is very deplorable as when demand is absent from particular centres 
(owing to plague, riots, famine or similar causes) which consume particular sorts only, 
then at such time stocks accumulate heavily with resultant loss to the mills. The 

mo x 422—15« 



228 


frequent accumulation of stocks is one of the most disastrous features of our mill manage¬ 
ment as not only do interest and godown charges acrue but the financial position of 
the concerns is most seriously impaired and the woaker holders are consequently obliged 
to dispose of their stocks at such ruinous prices as to injure the interests of even the best 
managed and well financed concerns. 

11. Whereas our mill-owners in their hay-day of prosperity deliberately neglected their 
export markets, Lancashire and more ospeciallyjapan has been at all times more anxious 
to foster and nourish the export trade and they are making constant endeavours to find 
out virgin markets for their goods. This spirit of enterprise is totally laoking amongst 
us. 

12. There is an increasing tendency now-a-days in favour of finer count goods, but 
a number of our mills fearing their production would be seriously diminished if they 
manufactured fine instead of coarse goods continue to turn out coarse varieties, and 
as there is a gradually diminishing demand for coarser goods they are obliged to sell 
thorn at prices which are not very remunerative. It is common knowledge that finer 
goods leave a wider margin and the sooner the Indian mill-owners recognise this fact 
and act upon it the better it will be for the industry. 

13. The Bombay mill-owners in their anxiety to make Japan the catspaw for their 
present position (as they necessarily must make some foreign country the scape goat 
for seeking protection) seem to ignore deliberately the fact that it is not Japanese com¬ 
petition that is responsible for their predicament but severe competition from up-country 
mills that have sprung up in the ootton producing centres as in Sholapux, Indore, Nagpur, 
Cawnpore, Ahmedabad and Delhi where cheap cotton, cheaper labour, more efficient 
administrative machinery and the nearness of consuming markets give them a 
paramount advantage over the Bombay mills. . 

14. Although I am not in a position to say that haudioom produots are Bold oheaper 
than mill-made goods it is a known fact that the handloom productions, especially of 
Madras and Malabar, have shut out certain stylos formerly sold at an advantage by the 
Bombay mills. 

15. Our mill-owners are very niggardly about supplying sufficient samples to their 
distributors which seriously tells upon the trade. They ought surely to be able to under¬ 
stand that the almost extravagant lavishness with which Lancashire and Japan supply 
samples to their buyors havo some very positive advantages about it. 

16. The future of the Indian mills so far as production of goodB between 14s and 28s 
counts of yarn is concerned is perfectly Bafe as the other leading manufacturing countries 
of the world do not find it remunerative to sell thiB class of goods after paying a prohibitive 
duty of 11 per oent. To this extent thereforo a permanent advantage is seoured to Indian 
mills against foreign competition. 

17. Our mills generally have to suffer very seriously on account of finance because 
of the preponderance of foreign banks in the country and the high rate of interest. Also 
the unfair advantage taken of the banks by some of the mismanaged mills has hardened 
the banks against advancing loans to our mill-owners on reasonable terms; and as 
a result the good concerns have had to suffer along with the bad ones. Mismanaged 
concerns and others suffering from finanoial difficulties have been foroed into liquidation 
and are passing into other hand s. 

18. If there is anything like Japanese competition in fact it should be all the more 
wolcome as it has opened the eyes of the share-holders as well as the publio to the mis¬ 
management of the Indian mills. As I have demonstrated above there is no competition 
from Japan worth the name that is detrimental to the interests of our home industry; 
but if there is any degree of healthy competition we ought rather to encourage it so as 
to keep the Indian mill management alert and efficient in the supreme interests of 
the millions of insufficiently-olad consumers. Notwithstanding this, should it be found 
necessary or advisable to afford protection to the Indian cotton miii industry by imposing 
an additional import duty, such an action should not be confined merely to Japanese 
goods, which have rendered a distinct service to the poor consumers of India, but should 
also apply to all goods manufactured outside India. Out of a total import of 60 orores 
rupees worth of foreign piece-goods Japan’s share is barely 8 per cent. Henoe it would 
be wholly unjustifiable to penalise Japan only. 

I am firmly of opinion that the depression that our industry is passing through is 
equally felt by Lancashire and Japan and the causes thereof are more fundamental than 
the Bombay mill-ownera have sought to make out. To mention only a few: 

1. The Indian piece-goods market, more especially the Bombay market, have not 
yet fully recovered from the disastrous crisis of 1919 whioh resulted from Government’s 
exchange and currency polioy. It brought untold ruin to more than half the trade and 
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the other half was seriously crippled. The wholesale failures of respectable and even 
financially strong merchants created a feeling of mistrust which has ever since most 
seriously impaired dealings on credit terms between sellers and buyers. This restriction 
of oredit in my opinion is the most vital cause of the present depression. 

2. The reduoed purchasing power of the consumers.—In support of the statement 
I cannot do bettor than to cite a passage from the evidence Bubmittod by the cotton 
trade to the Committee on Industrial Enquiry in England :— 

“ The decline in the cotton export trade is due to the combined effects of high- 
prices for British goods and the reduced purchasing power of overseas customers 
than to any other faotor, the agricultural population in our foreign markets being 
unable to exchange the products of their labour for the same quantity of manufac¬ 
tured goods as formerly. Whereas the average price per unit of cotton goods exported 
from this country had increased since 1913 by 142 percent., the average price of 
cereals exported by Indian had only increased by 34 per cent.” 

3. The reduced holding powor of wholesale distributors and up-country merchants.— 
Formerly, Bombay and up-country wholesale merchants were in a position to buy big 
quantities from the mills and were financially strong enough to hold their large stocks 
through the ups and downs of the markets. This is no longer the ease and the risk of 
holding these stocks is now transferred to the mills themselves which tells very sorely 
upon their finances. The weaker concerns who have not much holding power are thus 
obliged to sell out their stocks regardless of their cost of production and these forced 
sales react unfavourably upon the wholo industry including the best-managed concerns. 
Thus unhealthy intornal competition is generally more responsible for the present state 
of depression than foreign competition. 

In conclusion I beg to state for the information of the Board that I have been more 
than 30 years in the piece-goods trade and have done extensive business in Lancashire, 
Japanese and Indian mill-made goods. My observations therefore are based upon a 
knowledge of facts and ripe experience and I therefore commend my statement to the 
Board for what it is worth. Should the Board desire me to tender oral evidence in support 
of the above statements I shall be happy to present myself. 
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WItness.No. 68 

Mr. NARANDAS PURUSHOTTAM, BOMBAY 

Oral Evidence recorded al Bombay on 31st August 1920 

[N.B. —The evidence of this Witness was given in Gujarati] 

President. —What is your exact connection with the cotton textile industry, 
Mr. Narandas Purushottam ? 

A. For the last thirty years I have traded in Indian, Japanese and English goods 

Q. Which goods are you trading in, now ? 

A. At present in Indian. 

Q. Not in Japanese goods ? 

A. Not for the last live years. 

Q. Why have you given up Japanese goods ? 

A. I have taken a vow before Mahatma Gandhi, and since then I have given up 
trading both in English as well as in Japanese goods. 

Q. But the whole of your evidence is in favour of allowing Japanese competition fret- 
play. In thoso circumstances, I find it a little difficult to understand the trend 
of your evidence ? 

A. I have writton it from the consumers’ point of view, because I am afraid if a 
duty is put on, the poor people will have to pay a higher price. I have got samples 
of Japanese cloth and I want to show that even England has now commenced to manu¬ 
facture cloth on the Japanese style. 

Q. We shall be glad to have the samples. I do not understand why, if you 
have yourself taken a vow not to handle Japanese or English goods it would not from 
your point of view be well worth while inflicting a small , enalty on the Indian consumer 
to bring about the same result generally. 

A. I have done it for my own sake. The vow is for myself and not for tho Indian 
public. 

Q. You say here that a casual study will reveal that so far as foreign markets are 
concerned Japan competes with India in sheetings only. What markets are you 
thinking about thore ? 

A. There is competition in sheetings, striped shirtings and dhoties. 

Q. You mention here that the Bombay Dyeing and Manufacturing Company’s Mill 
successfully sells sheetings in competition with Japanese goods. Do they sell it at a 
profit 7 

A. I do not know. 

Q. Then, how can you oall it successful if you do not know anything about the profit ? 

A. I do not know whether they are making a profit or not. As they are soiling 
oheaper than the Japanese I thought they were successful. 

Q. You say tho system of managing agency that obtains horc is the cause of the 
complete dislocation of the whole industry ? 

A. In Ahmedabad the agents themselves do tho work practically as Managing 
Directors and therefore it won't be difficult if the system of Managing Directors is intro¬ 
duced in Bombay. 

Q. I do not quite follow your point that the goods turned out by the majority 
of Indian mills vary so frequently in quality and weight that there is nothing like a 
standard quality, etc. You say one mill turns out No. 902 in 5 pounds; another 
manufactures the same kind in 4J pounds and under the same number, and a third 
uses the same number on 4 pounds. What do you moan by three mills using tho same 
number f Do you mean that one mill is copying another mill’s number but turning 
out a different quality 7 

A. If one mill manufactures a particular quality and gives the number 902 another 
mill gives tho same number to a different quality and a third mill also does the same. 

Baja Bari Kishan KavX .—Do you suggest legislation on this point, this oopying of 
numbers 7 Do you propose that Government should legislate or givo advice to the 
millowners 7 

A. It would be good if Government legislates in the matter. 

Q. Are you a mill agent 7 

A. I have been a selling agent six months back of the Victoria Mills. 
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Q Did you find as a selling agent that the system of selling through you was not 
advantageous to the mill ? 

A. They have appointed other selling agents. 

Q. While you were soiling agent, was it not considered advantageous ? 

A. As there is very great competition and as we are not able to compete with Japanese 
goods the appointment of several selling agents is the way to reduce the oost of 
production. 

Q. But you say that there is no competition with Japanese goods ? 

A. There is competition, there is some competition of Japanese goods with Indian 
goods and some competition also with English goods. 

Q. Have you had any experience of the industrial side of the cotton industry ? 

A. I had connection with the mills and therefore I know. 

Q. Any mills of your own—spinning, dyeing or weaving ? 

A. I was a partner in the agency firm of the Hubli Mills. 

Q. Spinning, weaving and dyeing ? 

A. It was only a spinning and weaving mill then. 

Q. Why did you give up the mill agency ? 

A. I sold my share to my partner. 

Q. Was it not profitable ? 

A. Owing to change of circumstances, I sold it. 

Q. You say only Japancso sheetings compete in the Indian market. The figures 
here show that drills, longcloth, shirtings, coloured goods, all compete. 

A. Formerly there was competition in drill and jeans. But now it is not so. Last 
year it was so, but this yoar it is not so. ■ 

Q. Then you say that somo of the mills had imitated Japanese designs but there is 
no competition in sheetings. Why is it necessary for anybody to imitate those designs 7 

A. There has been a change in the taste of the people since the war. Japanese designs 
and qualities are more liked by tho people and therefore in order to cater for the taste of 
the peoplo tho Bombay mills have also commenced making them. 

Q. It means they are displacing the Indian mill goods and there is competition T 

A, The style of the Japanese cloth is different and as that commenced to sell the Indian 
mills also commenced to manufacture similar styles. 

Q. About dhoties, of course, there is no complaint of Japanese competition; but 
oould you give us figures ? Japanese manufactured dhoties of 30s. also sell in India 
side by side with Indian made ones. You could probably give ub the price ? 

A. I will give you the price in two or three days. 

Q. Also about susis ? 

A. Yes. 

Q. You say the millownere are very niggardly about supplying sufficient samples to 
their distributors. 

A. The Bombay mills do not give samples. The Japanese mills givo as many 
samples as we require while the Bombay mills give only one sample. 

Q.—Then you say, * I am firmly of opinion that the depression that our industry is 
passing through is equally felt by Lancashire and Japan.’ How about Japan ? 

A. Japan was able to sell at cheaper rates due to their exchange. Now Japan is not 
able to sell so cheaply. In 1919 we had goods imported for 964 lakhs and even then 
the millowners of Bombay did not raise a hue and cry. Now when the total quantity is 
less they are raising a hue and cry. The Japanese people are now working shorter hours. 
They are working four or five hours shorter than what they were doing. 

Q. How do you know that ? 

A. From another friend who is trading in the Japanese goods. 

Q. You say that during the Swadeshi movement the Bombay mills ‘ deliberately and 
wilfully ignored their special export markets.’ If the Swadeshi movement reduced 
the consumption of mill made cloth, it should have been easier for the mills to export 
more cloth to the outside world. Is it the Khaddar movement that you are referring 
to t The Swadeshi movement was very muoh earlier and it was started in Bengal. 

A. Yes, and also the Swadeshi movement. 

Q. But exports did not decrease, in fact they increased. 

A. During that time mills had good profits in local markets and so we lost the markot. 
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Still they exported goods and the quantities were larger 1 

A. Because our looms and spindles were increased. 

Q. Is it the mills who export or the merohants ? 

A. The mills sell to the merchants and the merchants sell to markets. As it is we 
offer these goods for some price and the mill says Rs. 1-8-0 and the other people say 
1-4-0. How can we sell to the other country ? 

Q. You say they do not sell their products cheap enough for export to the other 
countries ? 

A. Yes. 

Q. They do export goods. The quantity exported has increased. 

A. As it is they get less price for some goods. Therefore they export such goods. 

Q. Naturally they export such goods on which they can make a profit ? 

A. They keep the market in hand so far as tho quantities of such goods are concerned. 
The figures show that the quantities exported did not decrease. 

Mr. Subba Rao. —You make a number of statements about mill management, cost 
being high, paying fat commissions and so on. Do you make those statements on mere 
hcresay or have you come across instances J 

A. I have seen them. When we used to go to the various mills for purchases those 
mill agents used to say that because of thoir old machinery their production was low and 
therefore their costs are higher. That is how I have got the information. 

Q. You say it is a common practice for mills to manufacture the same Borts of cloth. 
What do you mean ? As a matter of fact they varied the type of cloth in Bombay. What 
do you mean by this statement ? 

A. Suppose one mill has some counts —24s. X 28s. All the mills make the same quality 
and when the stocks are sold there are losses. 

Mr. Majmudar.— What authority have you for making the statement that there is 
superior economical management in Japan ? 

A. I have no figures to support the statement. 

Q. You say ‘ I should like to inform the Board that if Indian mills would improve 
thoir administrative machinery and otherwise put their houses in order they will be bo 
ablo to reduce their cost of production. ’ I want to know whether and if so what changes 
you made when you were partner in the agent’s firm of the Hubli Mills ? 

A. I was a partner for three years, 1919 to 1921. 

President.—Was it after that that the mills went into liquidation ? 

A. Messrs. Forbes, Forbes, Campbell & Co. sold them. 

Q. When did they sell them ? 

A. In 1919. 

Q. And your firm took them over ? 

A. Yes; and I sold my partnership in 1922 and' Purshottam Govindji 
bought it. 

Q. Why did you sell it 1 

A. I was in straitened circumstances. 

Q. There should have been no straitened circumstances in the boom period. 

Mr. Majmudar. —You did not make any ohanges ? 

A. I did not see any necessity for any ohanges at that time. 

Q. Can you say which mills are working inefficiently ? 

A. I will give the names privately; but I cannot prove that. 

Q. Do you think it likely that the Japanese competition in dhoties will 
increase? 

A. Formerly it was only the Indian dhoties that were coming in. Japanese dhoties 
have commenced to come in for the last three years. They might sell more if they are 
cheaper. Japan is underselling Bombay mills. First of all Ahmedabad sold ohesper than 
Bombay mills and now Japan is selling cheaper than Bombay mills. At present in 
certain qualities the Jopanose are underselling. Again Ahmedabad susieB sell very 
well whereas the Bombay Busies do not go so well in the market. 

Q. The prices of the Bombay Busies are higher f 

A. Ahmedabad mills are able to sell cheaper due to the lower bleaobing charges, 
economical management and so on. 

Q. You say that grey shirtings which are imported from Japan in fair quantities do 
not compete with Indian goods but with Lancashire goods. Is it not possible that on 
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the one hand the Japanese shirtings being a little superior to the Indian ones displace 
them due to the slight difference in price and on the other hand successfully compete with 
the English which are dearer ? 

A. I do not say that the Japanese shirtings do not compete with the Indian ones, they 
do competo. I will supply the figures to you about the Japanese shirtings which compete 
with the Indian shirtings. Before the war English shirtings were imported to a very 
great extent. Daring the war time Japanese shirtings commenced to come to a greater 
extent and now practically the English shirtings command very little sate. 

Q. You say ‘ Incidentally it may be also stated that with the removal of these middle¬ 
men in buying cotton and selling yarn and piece-goods they will to a large extent automati¬ 
cally remove the channels which render various malpractices possible and of which so 
much is often heard. 1 Have you any personal knowledge as regards the malpractices 
of selling agents that you allege ? 

A. I have got personal experience. The selling agents sell off the goods to their own 
relations without giving a chance to the other merchants. Some of them do it. But 
I am not prepared to mention the names. 

Q. You say * Another frequent defect is that one and the same bale contains pieces 
which vary considerably in weight and dimension. This is very injurious and is never 
to be found in foreign goods, especially Japanese. 1 Does this apply to the Bombay mills ? 

A. To some of the mills. Occasionally also the yardage is less besides the difference 
in weight and dimensions and therefore many a time the contracts are cancelled. 

Q. Can you give us the names ? . 

A. A contract was once cancelled with Birla Mills on that account with regard to 
shirtings, the quantity being 200 bales. There was a similar experience with the Sassoon 
mills.' Suoh instances occur very often and concessions also have been granted to the 
mills by the merchants. As a consequence the prices of the goods suffer. If a duty is 
to be levied it should be levied on both English and Japanese goods. I do not want it 
to be levied on the Japanese goods, because the English mills will then import 
the goods. 
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Witness No v 69 

M/. B. K. KAHANJIA, J ./.BOMBAY 

Written Statement dated Bombay, 12th August 1926 

I have submitted two letters to the Honourable Sir Basil Blackett, K.C.B., on the 
14th July 1925 and the 17th August 1925, copies of which are enclosed herewith. 

I also enclose herewith a copy of a letter addressed to the Millowners’ Association, 
Bombay, dated the 13th August 1925. I have briefly stated therein my views on the 
subject, and am prepared to give oral evidence if necessary. 

Further I venture to add that the system prevalent in Bombay of management of 
mills by what are called “ managing agents ” or “ secretaries, treasurers and agents ” 
is very harmful to the mill industry inasmuch as they charge commission on profits 
and sometimes on production and somotimes also on purohaseB. Many temptations 
lie in their way; profit dwindles in good times and difficulties arise in adverse times. 
In my opinion a powerful board should control tho whole management. 

On the other hand it is contended that Indian mills cannot finance their concerns if 
tho agency systemis done away with. But I do not agreo with thiB. With a good board, 
and with looal banks as well as Government banks financing sound concerns, any 
difficulty in this direction should disappear. In Japan local banks and sometimes 
Government banltB come forward to help soiipd concerns when temporarily in difficulties 
and save them from shutting their shops. 

Many Indian mills are over-capitalized. Hence they are incapablo of showing good 
results. Japan mills send their representatives to different parts of the world to learn 
their requirements and push thoir own goods. In their endeavours the people and 
Government help them. I do not agree with the suggestions that the Government 
of India should send out representatives, but the mill owners should send them and 
Government should grant them certain aid in this direction. 

Up-country mills are better off than Bombay mills because they are situated very 
near cotton districts and their productions axe easily consumed in their own markets 
and they have not to suffer from land and sea freights. Hence they very seldom lose. 

Japan has a good hold in China and particularly in Manchuria where it sends its goods 
in loose paokings, it also packs its goods in straw bales for home consumption, and thereby 
saves a lot of packing expenses. It makes good profits there and with such profit compotes 
with the outside world. 

Some few years ago the Petit mills used to manufacture good hosiery. Japan competed 
and supplied India with such cheap stuff that tho Petits had, to close down and thence¬ 
forth Japan has captured the Indian markets. Of course to my mindit was not a healthy 
competition, because the same qualities were sold then in Japan at a higher price than 
in India and when the Petits stopped manufacturing these goods, Japan raised its price 
in India and made up for past losses if any. 

Japan herself would never allow such competitions in her own territory. 

For helping tho mill-industry in India I would make the following suggestions:— 

(1) A specific import tariff should be introduced. 

(2) Import duties on mill stores should be abolished. 

(3) Super-Tax on companies should be done away with. 

(4) Town duty of one rupee per bale should bo done away with. It is an unnecessary 

burden on Bombay mills. 

(5) Drastic ohanges should be made in the matter of the agency system, above 
referred to. 

(6) Government banks should finance sound mills when necessary. 

(7) Mills should open their own shops to sell their own goods and the system of giving 
agenoies should be discontinued. 

(8) All forward transactions in mill shares should be stopped by legislation. 

(9) Mills, which have already lost by way of depreciations in land, building, 

machineries, stocks, etc., etc., should reduce their capital. (Japan always 
does that). 

(10) Up-to-date machinery Bhould be installed in Indian mills. 

(11) Skilled labour or better labour should be employed. 

A Japanese labourer is more skilful and industrious and does at least double the work 
of the Indian labourer. 

Japanese labourers are better lookod after by their masters than Indian labourers are. 
Japanese mill structures are very cheap. They themselves manufacture oertain 
machineries also. 
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I am not in favour of raising the tariff wall and creating unpleasantness between these 
two countries. 

Again Japan has got a natural advantage of climate. They can produce better counts 
from inferior cottons, which we cannot do here. By such advantages and economy 
and a favourable exchange they can easily compete with India, while on the other hand 
the transit expenses of cotton and cloth are negligible. 

There are besides many other advantages which Japan enjoys. I do not inolude them 
here, as they are well known to the mercantile community. 
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Annexure A 

Letter to the Honourable Sir Basil Blackett, K.O.B. 

Simla, dated July 14th, 1025 
Re Excise Duties in India 

I take tho li berty of suggesting a method which if adopted will relieve the present cotton 
mill trade depression, do away with the necessity of abolishing the excise duties, do 
no harm to Lancashire and involve no less of Government revonuo. 

I suggest that a specific duty based on flat rates be levied on all cotton piece-goods, 
whether grey or white, imported from England, Japan and Amorica. This will tell 
on inferior varieties which will naturally affect Japan and benefit Indian mills. Indirectly 
Japanese goods will gradually disappear from tho Indian market and their place will be 
taken by better qualities of English goods and what may be lost in revenue on decrease 
tti Japanese imports, will be made good by increase of imports of English goods. Indian 
mills which are producing generally lower qualities than England will be very much 
benefitted and the Japaneso competition in Indian markets of which complaint is made 
in the papers and in the English and Indian Chambers of Commerce, will disappear. 


Annexure B 

Letter to the Honourable Sir Basil Blackett, K.C.B. 

Simla, dated August 17th, 1025 
Sir, 

In continuation of my letter dated 14th ultimo, rc Excise on cottons, I have the 
honour to add further on the subjeot. 

I enclose a cutting from tho “ Times of India ” dated 12th instant from which I gather 
that if the course therein suggested is adopted, there may he a heavy deficit in Govern¬ 
ment revenues. 

I have suggested in my last letter that a specific duty at fiat ratos might be levied. 
If this is objected to as inequitable I suggest a tariff fixed on the same basis as 
“ Silk textiles,” see Government of India “Tariff Schedules ” for the purpose of Customs 
duties, aerial No. 107, “ Silk piece-goods and other manufactures of Silk A fixed 
tariff may be more accurate and may be levied at II per cent. 

If either of the two methods as recommended by me is adopted there is no doubt in 
my mind that Japanese competition cannot he maintained in Indian markets, and I 
venture to suggest this as a solution of tho present critical condition of the mill industry. 

Under the oircumstances, I most respeotfully request you to give careful consideration 
to my suggestiona if you think it advisable to do so. 


Annexure 0 

Letter to the Secretary, Miliowners’ Association 
Bombay, dated August 13th, 1925 

I send you herewith a copy of a letter addressed to Sir Basil Blackett re Excise 
duties, and my further suggestions to be put before your Committee of the Miliowners’ 
Association. 

I have to add briefly for tho information of your Committee that:— 

(1) Tho Import duty on cotton piece-goods is not 11 per cent, but 9'909 per cont. 

(2) All the steamer companies charge freight on Cotton at Yen 4'20 per bale ont 
of which they return to tho mills in Japan 1-40. 

(3) Kanegafuchi Mills Company have got their mills in China also. They make 

good profits there and it is a help to them to compete with India also. 

(4) They have got a dumping policy (they sell their own goods at a higher prioe 
in Japan to enable them to undorsell in India, etc., etc.)- 

(5) The low exchange also helps them to the extent only of the actual difference 
between raw material and manufactured cloth, etc. 

There are many other factors which enable them to sell their goods cheoply in India. 

I would advise you to insist on Sir Basil Blackett’s levying import duties at tariff 
rates. By fixing the tariff inferior goods will cease to be imported. The rate of duty 
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should remain the same ; that is 11 per cent, on all imported cotton piece-goods. But 
the goods for the purpose of assessment may be divided into two groupB, say greyB and 
whites, the price of the former may be fixed say approximately at Rs. 1-8 per lb. and of 
the whites say Rs. 3 per lb. approximately (a proper rate will of course be fixed after 
taking the average figure of Imports), and then the duty may be levied on price calculated 
according to the weight. Say a piece of grey cloth weighs 9 ibs. the value thereof will 
be at the above rate 13/8, and 11 per cent, duty thereon will be Rs. 1-4850 (and no 
“ Leas duty ” will be allowed on fixed tariffs, while in market values less duties are allowed), 
in the same way Rs. 3 per lb. may be fixed for whites and the duties charged accordingly. 
In my letter to Sir Basil Blackett, I recommended specific duty at a flat rate, which may 
be objected to as being inequitable, but a fixed tariff cannot be open to the same objection. 
If any difficulty arises in the working of the system, I am quite prepared to solve it, as 
I did in the case of “ silk textiles,” see Government of India ” Tariff Schedules ” for 
the purpose of Customs duties, serial No. 107, “ Silk piece-goods and other manufactures 
of silk.” 

Spooifio duty and fixed tariff may of course be respectively so fixed as to work out tho 
same. Tho first is fixed and based on tho average values and average of various qualities 
of goods imported, and a fixed tariff is based on valuesfixedfor differont groups calculated 
on the average imports of different qualities. The latter duty is more accurate and 
will be calculated at 11 per cent. 

If either of tho two methods is adopted there is no doubt to my mind that Japanese 
competition cannot be maintained in Indian markets, and I venture to suggest tins as a 
solution of the present critical condition of the mill industry. 

My point in writing to you is to enable you to approach the Government of India 
after disoussing various details in your Committee. I am quite prepared to offer such 
help as I oan. 

I may mention that Japan mills always hedge “ Sam pin ” againBt their purchases of 
raw cotton or cloth as the case may be when they soe a woak tendency in ootton. 

There are various other points on whioh the Japan mills work to their advantage, 
I shall bo glad to mention them to you if required. 
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Witness No. 69 

Mr. B. N. KARANJIA, BOMBAY 

Oral Evidence'recorded at Bombay on (be 27th August 1926 

Mr. Karanjia .—May I be allowed to explain that I have oome not on behalf of the 
Japan and Shanghai Silk Merchants’ Association of which I am the President, nor have 
I come on behalf of my firm Messrs. Gobhai Karanjia & Co., Ltd. I have come in my 
private capacity and not to favour either side. I want to give you all the facts which I 
have in my possession, basing them on my 35 years’ experience. 

President. —What is your special connection with the cotton industry ? 

A. I am exporting cotton, as well as importing a very negligible quantity of cotton 
piecegoods. Our main line is silk goods. We are general importers as well as exporters. 

Q. How much cotton do you export ? 

A. I think we have been exporting cotton to the extent of about 5 to C thousand bales 
to China and Japan every year. We did not do that business simply for exporting ootton, 
but to save something in exchange. We bring some silk piecegoods as well aB raw silks, 
so that what we sometimes lose on ootton we gain in exchange by importing other artioles. 

Q. Have you been in Japan yourself ? 

A. I have been twice to Japan. 

Q. Did you visit any of the Japanese ootton mills when you were there t 

A. Yes, I did. We are dealing in cotton. So we naturally saw those mills. 

Q. How many Japanese mills did you see ? 

A. I saw about 20 silk mills and about 3 cotton mills. 

Q. In what year was that ? 

A. 1923. 

Q. So you oan at any rate give us first-hand information as to the conditions in the 
Japanese mills T 

A. Yes. What I say should not be misconstrued by the Bombay mills as well as by 
the Japaneso mills, because I want to give facts, faotB which I know_as a oitizen, without 
basing them on any statistics. I will give general information and I think that will 
throw some light on your enquiries. 

Q. We shall be very glad to have it. 

A. I have come here with much hesitation simply to explain defects, advantages and 
disadvantages. In the first place we have some experience as we wanted to start a 
cotton and silk mill also and in that capacity we gathered some experience how the mills 
are going on and so forth. Yesterday in your enquiry the Millowners’ Association Baid 
that the ryot would suffer to the extent of only 1 to 1J annas per head if the tariff were 
raised by 13 per oent. If it comes to 1J annas per head, the total is about 4 crores of 
rupees. That means that the Millowners will get 4 orores of rupees from the lower and the 
poorer classes. They have applied 1J annas to all the population, while the mill goods 
are not used by the upper olasses or the upper middle classes but by the poorer classes 
and the lower middle classes. So it must be 3 annas and not 1J annas. 

Q. The upper and middle classes do not constitute 60 per cent, of ths population. 
Surely there are not 150 million people belonging to the upper and middle classes ? 

A. No. Say about 120 millions. Each mill gets 4 lakhs more. That is a burden on 
the poorer classes and 1 must tell you that a man in India cannot afford to use silks worth 
one anna. Taking the population as a whole, a man oannot afford to have silk worth 
one anna. So it is not right; and the other thing I am convinced about is that it has not 
been ascertained by you or by the Millowners’ Association what is the oost of production 
per pound in Japan and what is the cost of production per pound in India. That has not 
been ascertained by any one. I do not know why that has not been done. 

Q. Have you any reason to suppose that we do not propose to doit t 

A. But it haB not been done up till now. 

Q. We have only been here for a very short time. I may explain for your benefit 
that we are doing it as regards India, but that as regards Japan the position is a little 
more difficult. If you are in a position to help us to obtain costs of production in Japan 
you will be rendering us a very great service. 

A. But I never knew that I would be here and I have not collected the evidence. 
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Q. If you can do anything, so much the better. Costs of production are a most difficult 
thing to obtain. It is all very well to oriticise us but are the Indian mills willing to give 
us their costs of production 7 

A. If you compel them, they are bound to give. They want protection. 

Q. They cannot be compelled but they have promised to supply figures. Can you 
expect Japanese mills to supply their costs of produotion T 

A. If you apply to the Japan Cotton Spinners’ Association they will supply them. 

Q. That is very problematical, to say the least. 

A. But any way we can come to conclusions by what we have got in our possession. 

Q. Have you any information in your possession 7 

A. General statistics, general information. In one of your questions to Sir N. N. Wadia 
you enquired whether the Japanese merchants got their cotton oheaper in Bombay or 
upoountry. 

Q. That was not the question; the question was, do the Japanese or any other exporting 
house buy their cotton cheaper than the Indian mills ? 

A. Yes; the Japanese mills buy oheaper than our millowners here. The thing is 
that they buy some goods from exporters from Bombay to Japan. They do their 
business quite separately. Today, Broach here costs about Rs. 360 per candy while in 
Japan it is sold at Rs. 342 today. The rate is much less in Japan and that is why they 
buy in Japan from the local dealers. Again they buy from Shanghai sometimes. 

Q. How do they manage to buy Indian cotton cheaper in Japan than it is in India. 

A. The millowners buy from Bombay and upoountry. They do not buy from Shanghai. 

Q. I do not understand you. You have not explained to us how the Japanese can buy 
Indian cotton in India cheaper than the millowners. 

A. Not in India. I am talking of Japan. I am an exporter of cotton to Japan. I 
have got some bales lying there. To-day 1 am offered much less than the price of cotton 
here In Bombay. 

Q. That must be an exception. 

A. Generally it is the case. 

Q. Then, if that is the case, the exporter must be losing money. 

A. They are losing money. 

Q They cannot be losing money all the time. 

A. People going to the race course have to pay 10 per cent, as the totalisator fees. 
Still they go and lose. They lose and they shut down their shops. New companies are 
coming in. They always combine and get the goods lying there in shops at a much oheaper 
rate than in Bombay. I can convince you of that. Only two months ago I had a consign¬ 
ment from one of the jaithawalas here to be sent to Japan to be sold at a certain price. 
Now as the American futures are going up, he says ‘have you got any offers for that 
consignment ’ I said no, and then he says the Japanese are buying here the very goods 
which I have consigned and how is it you do not get any offer even at a loss. Of course 
I am showing some advantages which they have. 

Mr. Majmudar .—That only shows that the Japanese are trying to keep out Indian 
cotton merchants. They are working in combination and therefore they do not want to 
purchase cotton from the Indian merchants, but want to have dealings only with the 
Japanese merchants here and therefore you have felt the loss. That does not prove that 
the Indian mills are purchasing at a higher price than the Japanese. 

A. But they have facilities of buying there and from Shanghai. 

Q. How many Indian cotton merchants are exporting cotton to Japan 7 

A. There are about ten firms who have their offices and do businesses and there are 
about 20 other merchants sending consignments to these ten firms. 

Q. How many bales would they he sending ? 

A. It comes to about 20 per cent, of the total export. 

Q. And will this happen in all cases whether there is a fall or rise in cotton ? 

A. Not always but many times they are able to reduce. 

Q. So it depends upon the tendency of the market or the rise or fall in the price of cotton 
and the price at which the exporter had purchased in India 7 

A. Yes. 

Q. It has nothing to do with the general complaint that the Japanese mills are 
able to purchase in India at a cheaper price than the Indian mills T 

A. In India they are not able to buy at a cheaper rate. 
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President .—They have really a wider market and they can take advantage of a slump 
in looal conditions ? That is your point ? 

A. Yes. 

Raja Bari Kishan Kaul.~ They buy cheaply there at your expense f 

A. Yes ; we lose and they buy. As regards insurance we have to give insurance to 
foreign countries while they keep insurances in their hands. The mills here want a 
13 per oent. higher import duty. I think if it is given Japan won’t buy cotton from 
India. Only such quantities as would be required by them to capture foreign markets 
and not India. 

President .—What are your grounds for believing that ? 

A. Supposing India does not consume the Japanese cloth, so much cotton is less export¬ 
ed from here. 

Q. But after all, the production of the Japanese exports of cloth to India uses up far 
less cotton than the Japanese take from India. The amount of cloth ooming to India 
from Japan represents far less in cotton than the exports of cotton from India to Japan. 
If this is so, will not Japan have to go on buying Indian cotton for the rest of her 
needs. 

A. Yes. They will have to. Again, in Japan, ootton is sold to the mills at two or three 
months’ credit. They have not to pay interest'on it. Also, as they are buying ootton 
from Karachi, they get it cheaper there than in Bombay. So they are despatching their 
steamers to Karachi and buying from there as they save Re. 1 per bale as town duty, 
plus some expenditure which they incur in bringing goods to Bombay and exporting to 
Japan. Another point is with regard to mixing. Our mills are far behind in the art 
of mixing. 1 oan tell you that we import mercerised yam which Japan makes. Japan 
mixes different kinds of cotton and prepares from that the exact numbers, 42, 64, 84, etc., 
imitating exactly the Manchester counts. In the bazar this mercerised yam is sold so 
largely that it has ousted Lancashire. What 1 mean is that they are very clever in mixing. 
Of oourse that goes in their favour. In Japan the profits whioh the mills make are not 
very large. Sometimes we make here very large profits. In Japan the profits are 
divided up and risks are avoided in this way. Suppose they buy one thousand baleB 
of cotton from me at a low price, they sell at the same time cloth to Indian markets or to 
any other markets, but suppose they do not, then they do not buy ootton in Japan but 
they buy for ward delivery from Bombay, and so on. Suppose it does not pay them to 
manufacture goods, then if the exporter whether Japanese or any one else supplies the 
ootton to the Japanese mills than they manufacture on his aocount taking only manu¬ 
facturing charges to secure the profit and give baok either yam or oloth and this yam and 
oloth are sold by other merchants than the mills. So they do not lose, while our mills 
are losing on that very occasion. * 

Q. In short they have a much better system of hedging f 

A. Quite so. They have a better system and they always take ootton from hand to 
mouth and, if they buy ahead, they try to get cotton from somewhero whioh would give 
them some margin in manufacture. 

Q. What are your views in regard to double shifts ? 

A. If Indian mills go in for double shifts it will be only for their loss because they 
cannot sell double the quantity which they produoe. Even their present production 
they are unable to sell. The Japanese have got enormous markets, they send their 
representatives all over the world. They have got their consumers. They have got all 
sorts of support and they can afford to run double shifts, while if our people try to do it 
it will be a failure. The Japanese manufacture varieties of goods, while our mills stick 
only to the usual qualities. Now a days we get so maBy qualities of artificial silk. If 
our mills would try.to deviate from the present system and go in for artificial silk cloth, 
I am sure there would be a big market. They must try to get samples from all countries 
of the world. They should try to get them just as Japan does and success, I think, 
will await them. Now, since this enquiry, Japan is not selling to India. Thoy demand 
a higher price; so our Indian merchants who have got to supply their goods to Aden, 
Mesopotamia, Batavia and other places outside India, enter into oontracts here for the 
shipment direct to Aden, Basra and other places. 

Mr. Subba Rao. —I don’t quite follow. 

A. Now, that our Indian merchants do not enter into oontraots for Indian goods, of 
oourse Japan does not sell to Indian markets so largely; to some extent they do . Then 
Japan is selling to our merchants for delivery in Aden, Mesopotamia and other plaoes 
and the goods will go direct there without touohing Bombay. 

Q. Yon mean that they are exporting through Indian merchants but that the 
goods do not come to India ? 

President. —I see you are not in favour of the managing agenev system ? 

A. No, Sir, I am not in favour of it. 
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Q. Where are you going to get your powerful Board from ? 

A. From those who have experience in textiles. 

Q. Where are.you going to get them from ? 

A. In India you have plenty of men. 

Q. Who are they ? 

A. Of course from the present houses who run these millR, the Wadias and the Tatas, 
and from other outsiders. Of course what I mean to say is from those who know the 
textile trade. There are some directors who do not know the A B C of textiles. They 
simply depend upon the manager. The manager telephones from the mill, and they 
say, “ all right, go on !" That is not the way to conduct the mill. 

Q. Quite so, but would it not be rather a big business splitting up the expert Directors 
you have got among the different mills ? I don’t quite understand where you are going 
to get sufficient men experienced in textiles to run the 82 mills in Bombay as Directors. 

A. Then they should be educated. It is the Government’s duty to educate them. 

Q. But surely Government has too many other dutieB to permit of this ? 

A. In Japan Government has got so many duties, but they educate even a coolie 
and a rickshaw man. 

Q. Is not that sort of education a very different matter from educating people to 
run big mills ? 

A. Government sends people from colleges to Germany, England, America and other 
places. It should be done by the Government. It is the Government’s funotion to 
promote the industries of India. Of course I know that there are not so many people 
just now who are capable of conducting the mills, but if you say there are not enough, 
they should be educated. 

Q. What you want is a system under which you have a Board of Directors with one 
managing director ? 

A. Quite so. Here I have taken out some averages which would exactly show you 
how these Japanese have got advantage over the Indian mills, of course by their perfect 
management, and by their tact and by their knack of conducting the mills. Here I have 
marked some figures which will enable you to find out that if these economies are 
possible, the mill, at least the ordinary mill, would save a lakh and sixty thousand rupees 
with Government help, in this way, that is, if taxation is reduced. An average mill in 
Bombay charges as commission or office allowance, of course sometimes they don’t in 
bad times and in good times they do, on an average about 30 thousand rupees a year. 
Even an average mill pays as super-tax 20 thousand rupees. Then an ordinary mill 
pays 10 thousand rupees as town duty on cotton. Then the difference in capital expendi¬ 
ture is about 10 lakhs of rupees. What I mean is, supposing you start a new mill for 
40 lakhs of rupees, in Japan you can construct the same mill for 30 lakhs. 

Q. How is that ? 

A. They do not build concrete buildings or pucca, buildings. Then they make some 
machinery in the country and bring some from outside. Thus they save money in 
capital expenditure of about 10 lakhs, or 25 per cent. less. So, if you take the interest 
on this 10 lakhs, it would come to about 60 thousand rupees. 

Q. But you cannot take it. The buildings and machinery are already there. So the 
question of saving interest does not arise. No new mills have been erected in 
Bombay since 1914. ' 

A What about those which were already erected ? 

Q. They did not cost 40 lakhs. 

A. I mean the cost in Japan is 25 per oent. less than it is here. So interest should be 
counted on that. 

Q. 1 do not see how you can take that into consideration, beoause you are dealing with 
past years, and onr information is that the cost of prewar erection was certainly not 
less in Japan than it was in India at that date. 

A. That may be so, and then they have got electricity of their own which is very cheap 
while here they have to pay so much for one unit. 

lluja Hari Kiehan Kaul. —What is the rate in Japan ? 

A. I do not know exactly, but it is I think half of wliat it is here. 

President. —You can only say in general terms. You do not really know ? 

A. No, I made it plain to you that I have not got details. 

Q. What do you save by replacing the managing agents by a managing director ? 

A. The managing director won’t charge Rs. 30,000. Sometimes the agents take away 
two and three lakhs. 

MO Y 422—16 
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Q. For what sort of pay would you get a suitable managing direotor ? 

A. About Its 2,000. In .Japan they pay Rs. 1,000. 

Q. From my knowledge of Bombay T should say that a man who could run a big mill 
successfully would want a good deal more than Rs. 2,000 a month, but if you pay him 
Rs. 2,000 there is Rs. 24,000 gone atonce out of your Rs. 36,000. Then he wantB an 
office establishment. 

A. In Japan they have not got any office establishment. Here the mills are spread 
out in Parel and Mahalakshmi and are spending kb much on staff and so on, whereas 
in Japan they sit in the very mill and people go there. 

Q. As they do in Ahmcdabad ? 

A. Yes. What 1 want to show you is the economy and advantage they have got over 
our Indian management. 

Q. You say many Indian mills are overcapitalised. Could you give us a few examples 1 

A. The overcapitalised mills are the E D. Sassoons United; then the Bombay United 
whioh was taken up by the Tatas ; then the Shapurji Baruoha group.... 

Q. T do not know whether you wish your views to be reported or not ? 

A. I do not mind. 1 am not an interested party in the least. These mills are 
overcapitalised. 

Q. But, that is only a very small number of the Bombay milk, is it not ? 

A. They are overcapatalised in this sense that I understand that in Japan they can 
construot at a lower cost. That is my idea. If you see the actual mill you will at once 
find out that these nuns won’t cost as much as in Bombay. I have seen it with mv own 
eyes. 

Q. Yon have been over the Japanese milk ? Can you tell me what was your general 
impression of the labour conditions and of their efficiency ? 

A. Yes, I have seen Bombay mills also. In Japan I saw a young girl running like 
anything from one room to another, while here I saw that the workmen were lazy. They 
go from one room to another in five minutes while in Japan they can run. In Japan they 
have got a patriotic feeling. The owners of the milk as well as the poor labourers are 
kith and kin. They talk to them and go with them, take them to excursions and please 
them in every possible way'. Be.re they do not. The hurra sahibs never care for the 
labourers and they never sympathise with what they lose Or gain, while there they feel, 
“ supposing my master loses, Japan loses.” Here we have not got that patriotic feeling 
amongst onr labourers. For a slight fault they run away and there aye strikes and so on. 
It is very unfair. They will never do it in Japan. They are bo quick that if you go and 
see them working in the mills you will simply be surprised. I have seen in France 
exactly the same. 

Q. Did you see anything of the conditions of their living ? Did you see the 
dormitories 1 

A. Dormitories are not cells as they are here. They are open places with a roof on 
and they sleep side by side. 

Q. Which mills did you see ? 

A. In Osaka of course I was a casual visitor. I saw the Kanegafuchi mills. 

Q. That is a well known mill, is it not 1 That is considered a model mill in Japan and 
yon cannot judge every other mill by the Kanegafuchi mill. 

A. That is, of course, the case. 

Q. You saw two other milk besides Kanegnfuohi ? Whioh were they ? 

A. I oannot remember. 

Q. Were all the three mills you saw in Osaka ? 

A. Yes. 

Q. Can you give us a description of the dormitories ? 

A. Supposing this is a big room, without walls and without windows, they sleep there. 
They are supplied with food and they work regularly without any hitch. The description 
given in the letter written by the Japanese Cotton Spinner’s Association (Appendix 4) 
to the millowners’ statement is quite correct. 

Q, Did you go round the mill at night ? 

A. No. I once saw the mill people being taken to an excursion. I have never seen 
here the mill authorities taking their labourers for excursions. 

Q. You say that ‘ some few years ago the Petit Mills used to manufacture good hosiery ’ 
and that in those quali 1 ies Japan captured the market because the same qualities were 
sold in Japan at higher prices than in India ? 

A. Yes. 
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Q. Could you give ua figures ? 

A. That was a few years ago, not now. There is now no mill in India manufacturing 
hosiery. ^ 

Q. There is one in Ahmedabad and one in Cawnpore to my knowledge. But the point 
is that you say Japan was dumping hosiery in India ? 

A. In those days. Now so far as I know there is no competition because we can import 
hosiery without any competition with the Indian millB. I may be wrong—I do not know. 

Q. You have not got the figures ? 

A. No. 

Q. I should like to ask a few questions about your specific import tariff, Mr. Karanjia. 
In view of the fact that you say that you are not in favour of raising the tariff wall and 
oreating unpleasentness between two countries the specific tariff which you propose 
should be introduced is merely a tariff which would give the same real results but in a 
different way. Is that the idea ? 

A. Yes, Sir. The idea oocurred to me when I read in the papers the burning question 
of these mills. The idea occurred to me why it should not be through a specific tariff. 
So I wrote a letter to Sir Basil Blackett and I got a reply. It was very courteous of him 
to reply to my letter, but when I wrote to the millowners they did not care to reply. I am 
a disinterested party. But they never acknowledged my letter. 

Q. You drew their attention to a very interesting and important piece of information 
namely that the import duty on cotton piecegoods is not 11 per cent, but 9’9 per cent. 
In other words that they are getting less protection than they thought they were. I 
should be interested to know how exactly you get this 9 - 9 per cent. I 

A. When we pay 11 per cent, duty and when we actually put down the figure it does 
not come to 11, but only to 9 - 9. When the assessment is made in the Customs 
Department on the ad valorem system they take the value plus duty. Rs. 100 is the 
cost and Rs. 11 is the duty. So, on Rs. Ill they charge Rs. 11. According to that 
calculation if we pay exactly on Rs. 100 it comes to 9'900. 

Mr. Majmudar. —You mean that if the prico is Rs. Ill in the Bombay market 
they do not calculate duty at 11 per cent, on that; but they charge 11 percent, on the 
invoice amount. That means for goods which are worth Rs. Ill in the Bombay market 
a sum of Rs. 11 is charged. Hence the difference ? 

President. —Wc will examine the Collector of Customs on thiB point 

A. When they charge on ad valorem system they charge less duty. So it is an advan¬ 
tage to the importer to the extent of 1 • 1 per cent. 

Raja Hari Kishan Kaul. —That is assuming that the duty is supposed to have been 
included in the market value for which the cloth can sell when it reaches the Bombay 
market ? 

A. Yes, when they clear the goods. 

Q. But that is not the value when the goods arrive at the seaport. It is that value 
less the import duty. The basis of the tariff is the value at the sea port ? 

President. —The point is that the market value in the Bombay market includes the 11 
per cent, duty ? 

A. Yes, it does not come to 111 but to 109’9. 

Q. You say in that letter to the Secretary of the Millowners’ Association that the 
Japanese have a dumping policy, that they sell their goods at a higher price in Japan 
to enable them to undersell in India. What is your authority for that statement ? 

A. There is no authority. 

Q. We should bo glad to have some because the millowners say that they are unable 
to prove it. 

A. You can call it a dumping policy or a business policy. Here in Bombay we have got 
some 20 firms of Multanis. Some of them have got a hundred shops all over the world, 
in America, France and other places. Supposing they make profit in 70 shops and do not 
make any profit in Bombay, that does not matter. They can continue to undersell on 
the profits that accrue outside. In the same way they have <rot their mills in Shanghai. 
They make profits there and they can therefore afford to sell in Bombay a bit cheaper. 
They come here with advantages in the shape of commission, etc. and they can easily 
afford to sell here at a lower price. 

Q. We have been informed that the goods they make for the Indian markets have no 
sale in Japan at all ? 

A. Quite right. This is the point. When I went to the Japanese markets for buying 
something—my idea from the very beginning was to start a cotton mill and a silk mill-— 
I always enquired in every market what the thing there was. I enquired about a certain 
kind of clotb. They said that it was 10 yen per piece while from my knowledge of ootton. 

MO Y 422—16* 
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piecegoods I thought we could get it in Bombay at Rs. 8. When I enquired why it was 
so dear there while it could be got cheaper in Bombay they said it was always the ease 
there, that whatever they consumed there was sold at a higher price and whatever was 
for export was charged less. 

Mr. Majmudar .—The same quality ? 

A. The same quality or not that'is not the question. They make profits from their 
home consumption and utilise a part of their profits to capture the outside markets. 
That is business tactics. I do the same thing when I get my Karachi, Delhi and Amritsar 
offices, 4 sell in'Amritsar the same quality of goods at a lower price while in Karachi 
1 am making a profit. That does not mean dumping. That is businese. 

President .—It is one of the definitions of dumping that you are selling in the foreign 
market at a lower price than in the home market. Whether it is defensible or not, it is 
undoubtedly dumping. 

A. It may be dumping, but I mean to say that it is business polioy. 

Q. Do you consider that the country in which the goods are dumped has a right to 
object ? 

A. Yes, if the Government really want to help them. 

Q. But then one way of objecting is by putting on a tariff on dumped goods and you 
say you are not in favour of it. 

A. A tariff won’t do much. What I say is, it should be just enough to drive out only 
the qualities in which Japan oompetes. My suggestions are suitable to all parties, to 
the Japanese millowners and to the Government and also to Lancashire. All will be 
benefited if what I have suggested is adopted. 

Q. How is Japan benefited by the suggestions you have put forward ? 

A. They can try to push finer goods. They will capture outside markets for coarse 
goods and they will supply us finer goods. 

Q. That will hardly benefit Manchester. 

A. As long as exchange is la. 6 d. they arc bound to bo benefited. 

Q. How are they benefited by more Japanese goods of finer counts coming into this 
country. ? 

A. They would be as regards mulls and other finer qualities. Japan is not manufac¬ 
turing those goods. 

Q. That is only part of the import trade ? 

A. They will try their level best. Now this is some solution. 

Q. You say up-to-date machinery should be installed in Indian mills ? Do you think 
the machinery taken on the whole is not up-to-date ? 

A. In some mills it is not. I have got a relative of mine who is a manager in a mill. 

I told him that his mill was not making profit. lie said the machinery was all old and 
the production was very much less. 

Q. But that will only apply to a few mills ? 

A. Yes; my observations are only in regard to such mills. 

Raja Bari Kishan Kaul .—When you suggest that skilled or better labour should be 
employed, do you mean that labour should be imported from outside ? You are not 
satisfied with the Indian labour ? 

A. Yes ; and what I mean is that Government should educate labourers, and millowners 
should open schools and then they can get better labour. As far as possible they can 
employ good labour. 

Q. Everybody would like to do that. Nobody employs bad labour when good labour 
is available. . 

A. No ; sometimes these recruiters bring almost raw people from villages, who have 
not seen machinery. 

Q. It is because they cannot get good men. Then you say, ‘ Mills should open their 
ownshops to sell their owngoods and the system of giving agencies should be discontinued. 
Have you worked out the comparative cost of these two systems and the risks involved ? 

A. No risks are involved. These cotton piece-goods are sold on cash on delivery. 
Some mills, for instance, take the Central India, sell their goods piece by piece in all the 
markets. I mean the Nagpur mill. 

Q. I want to know whether you have worked out any percentage. 

A. I can give you evidence on general views only, absolutely without any statistics. 

I am telling you my experience and nothing else. 
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Mr. Majmudar. —As you have referred to the Nagpur mill, I may mention that 
Mr. Saklatwala says that they are selling piece by piece and also that they are making 
contracts. 

A. Quite right, when it pays them to sell forward deliveries. 

Q. But at the same time he showed certain defects of the system, although he said 
on the whole they had done well. 

A. I have got one instance where the prices of the mill shares of the original value 
of Rs. 500 remained at that figure while the selling agent of the same mill made 60 lakhs 
of rupees. Where did that money come from ? That is defective. They must sell in 
their shops piece by piece. When they say that no profits are made they must sell piece 
by piece and make up the losses. 

Q. That policy also has not brought profits to some of the mills. 

A. Why not, if they do it carefully. 

Q. Only some of the mills in Bombay have followed that policy and all of them have 
not made profits. 

A. They must have some other defects. Their goods may not be current in the market. 

Q. You say that the Japanese put up cheap buildings. How long do they last ? 

A. Of course I may tell you for their own dwelling houses, they won't last for more than 
ten years. These are built on that style and the duration of the mills may be thirty 
years. 

Q. You do not know it as a positive fact ? 

A. No. 

Q. Then you make mention here of packing goods in straw bales. What is that f 

A. Here when our mills send our goods to other places, they are in well paoke? 
bales. Our mills have not captured outside markets. From Nagasaki they send 
their goods to Shanghai, Manchuria, etc., and they send them in very losed 
packing. And for home consumption also they do not pack them actually as we 
do here. 

Q. You are mentioning straw bales ? 

A. Yes; you must have seen straw mattresses. They wrap in them. 

Q. In India the complaint is that the goods get spoiled even when packed in hessian 
with mattresses inside ? 

A. I am showing you the differences between these two countries and nothing else. 
They have got these advantages, while we have got these disadvantages. 

President. —But yon could not send your goods like that in India. The climate is 
against it for one reason and the pilfering which goes on is another ? 

A. Yes. 

Mr. Majmudar. —You say ‘ All forward transactions in mill shares should be stopped 
by legislation ’. 

A. Yes ; . that has brought about this depression. 

Q. Is it due to speculation in shares ? 

A. Not exactly. But it is one of the causes. Suppose the intrinsic value is Rs. 1000. 

President. —What do you mean by intrinsic value ? 

A. According to the assets of the company, suppose the mill is worth 10 lakhs. 

Q. Do you mean the issued value of the share ? I do not like the expression 
intrinsio value, because it means different things. 

A. Whatever it may be, supposing the mill agents or the brokers connected with tbe 
mill see that the profits are great and the dividend would be large they go on speculating 
in the share bazaar. When they see that the top rate is reached they go on selling and, 
in the meantime, the outside public who have bought these shares at a higher value lose. 
They do not get the dividend actually on their invested capital. They naturally say 
that mills are not working and this and that, 

Q. What do you mean by forward transactions T 

A. They always relate to speculation. 

Q. Is there no settling day on the Bombay stock exchange ? 

A. Only as regards profit and loss. 

Q. Is there the same procedure as that in England and in other stock markets in the 
world V 

A. Here they speculate blindly. 

Q. We shall be obliged if you can produce samples of the Japanese doth. Can you 
do so ? You are an importer yourself. We #ant them in order to see exactly what the 
range of competition is. 

A. If these things I suggest are done, the competition will go to some extent. 
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Witness No, 70 
Mr. C. M. GUPTA, BOMBAY 

Written Statement dated Bombay, the 2fllh August 192-, 

Section I 
General 

The present depression extends all over the country but for various causes Bombay 
feels most of the pinch. Yes, it affects all the mills in the same centre aliiie. 

2. Part of the depression is due to world factors butmost of it is due to factors special 
to India. 

3. The causes that have brought depression to tho industry if left like this will 
certainly make the present depression a permanent one'. 

4. Subsequently they will have to close down. 

(5. Most of them are selling at a loss and the; few that are making any profits are 
doing so on a very small scale. 

6. It may help slightly in improving the conditions but not as much as would be 
desirable, moreover, the foreigners will also get the same cotton at the reduced prioes 
and they would again compete within the same range as they are doing now. 

7. It has very little effect on the present depression whose nature is a resultant of 
so many long standing factors. 

8. On purely Tndian-made cloth the price is only 21 points higher than the price of 
any other commodity while the difference between the cotton and the cotton cloth is 
only 26 points more for the latter (cotton 158 ; Long cloth 184; other commodities 
1631. , 

9. There is absolutely no doubt that tho purchasing power of the ryot has gone down 
since the war but that does not affect the industry so much because on tho other hand 
we find a decided increase in the sale of Japan-made goods. 

10. The bulk of tho consumers make tip the poor class of people who really do not earn 
enough to make any savings to go in for gold or silver and when the question of wearing 
olothes in India is a bare necessity they have got to got it wherever they can get it. If 
not Indian made then from someone else who could give them better and cheaper. 

11. There is absolutely no doubt that the mills are not being run under the most 
ideal conditions but certainly the management is on the whole far better than it was 
when the industry was in its boom and hence this factor is not the immediate cause in 
the depression of the Indian textile industry. 

.Section II 

Nature and extent of competition between imported goods and those if 
Indian manufacture 

13. The export of yarn from India in 1908 was 248 million ponnds out of our total 
production of 638 million pounds. In 1917 it was 169 million ponnds out of the total 
681 million pounds. In 1917 it was only 37 million pounds out of the total 719 million 
pounds. 

These figures clearly show that in 1908, 34 per cont. of our produce in yarn was 
exported while it came down to 25 per oent. in 1917 with a further decline to only 
6 per cent, in 1925. 

China being the principal importer of our yarn the figures tell us that we have lost 
87 per cent, of our previous export trade. 

14. Practically all from Japan. 


Year. 

Quantity 
in million 
yards from 

Values 

Rupees- 

Quantity . 

produced in 
India. 

Percentage. 


Japan. '■ 




i 


Million yards. 

Per cent. 

1921-22 

90,275 

36,702 

1,732 

5-1 

1922-23 

107.77S 

42,490 

1,726 

6-2 

1923-24 

121,902 

46,945 

1,701 

7-1 

1924-25 

156,302 

57,403 

1,770 

1 1-1 
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Ihe percentage column figures show that there has been an increasing range of competi¬ 
tion of Japanese goods. 

15. Yarn up to 30s counts and the piece-goods consisting of jeans, T. cloth, sheet¬ 
ings, dyed long cioth and drills. 

18. The same facilities which led Japan to capture the Indian market have enabled 
her to oust India from foreign markets. It is not only the low cost of production which 
has enabled her to compete and oust India but various other factors have combined 
with this and led India to this disastrous condition. 

10. Yes, because that will be enough to cause a reduction in the price of othe 1 ' 
materials. Yes. 

20. Yes. 

21. Yes. 

22. Yes. 

23. Yes, on account of the favourable rate of exchange they can undersell us in our 
own market. 

24. rractioally ,ione because the range of goods manufactured is quite different. 



Average rate 

Price of 

Price of 

Price of 

Price of 

Year. 

of exchange 

Broach 

cloth in 

Broach 

Japanese 

for the 

cotton per 

Bombay per 

cotton in 

cloth with 


year. 

candy. 

candy. 

yen. 

duty. 

1921 .. 

Yen. 

Rs. a. p. 

Rs. a. p. 

Yen. 

Rs. a. p. 

187-6 

375 10 8 

772 0 0 

202 

829 0 0 

1922 .. 

166-3 

474 8 0 

835 10 8 

265-5 

8J3 13 4 

1923 .. 

156-4 

633 10 8 

93B 0 0 

341-6 

957 0 0 

1924 .. 

131 

528 2 8 

929 12 4 

402-6 

891 6 4 

1925 .. 

113-3 

436 4 0 

642 4 4* 
till November 

385-4 

749 9 4 

1926| .. 

126 

348 0 0 

718 0 0 

274-6 

679 2 4 


The assumptions on which the Millowners’ Association base their figures are quite 
reasonable and my figures are also based on a similar assumption. 

Comparing the third and the fifth column figures it is evident that Japanese competi¬ 
tion had not assumed its present serious aspects but every year the Japanese prices 
were coming nearer to the Indian prices. 

1924 and 1925 saw the sharp decline in the Japanese exchange which coupled with 
the appreciation of the rupee exchange began to act in favour of Japan and enabled 
that country to compete successfully with the Indian manufactured goods. 

Curing 1925 and 1026 the fall in exchange was really not so very sharp but the yen 
had already gone down to such a low level as to enable Japan to undersell Bombay 
and other Indian mills with a considerable margin. 

27. The fixation of the rupee exchange at 1*'. 6:/. has been most unfortunate for the 
miil industry of India. It would give the competing countries a very considerable 
advantage as compared with the pro-war period when the exchange was Is. id. in compe¬ 
tition with India in home and foreign markets on account of the evident fact that we 
shall be paying a premium of 12 1/2 per cent, in many, items of the cost of production 
and this increment together with the increase in cost of production owing to high wages 
compared with pre-war years would seriously hamper the successful development of the 
industry in India. This ultimately will havo its effect on the Indian foreign market as 
well. 

29. The Government places all the orders for its own requirements with these mills 
including the army and the navy requirements. 

State subsidy is given to steamship companies to promote and provide cheaper 
freight. 

30. Not that I know of. 

* Cotton Excise duty abolished. j Till June 1926 only. 
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31. There is certainly no douht that Japanese and other exporters have made a 
thorough study of onr markets and the requirements of the consuming masses and hence 
they are better able to supply the middlemen with better things as regards quality and 
finish. 

32. The quality of qoods from all the exporting countries has been decidedly better. 

33. On account of the Japanese competition our line in mills jean, dyed long cloth 
and sheeting has very greatly suffered. 

34. While answering this question the effect of the non-co-operation movement must 
be taken into consideration. The spell of the movement practically ousted all the foreign 
cloth and during this time there was no question for the fine cloth but as the movement 
began to decline, once more the consumers went in for finer cloth but to-day the Indian 
mills arc also going in for finer counts and they are in quite a good position to meet the 
requirements of the growing change of taste of the consumers provided the industry is 
not handicapped by other causes. 


Section IIT 
Internal Competition 

35. Nono whatsoever, on the other hand there is still room for the further expansion 
of the textile mill industry in India. 

36. (1) A good business centre. 

(2) Better humidity. 

(3) Facilities for store and machinery. 

37. (a) Ahrnedabad — 

(1) Advantage of upcountry market 10 per cent. 

(2) No advantage. 

(3) Fifteen per cent, better. 

( 6 ) Cawnpore .— 

(1) Forty per cent, better. 

(2) No advantage. 

(3) No advantage. 

38. There is no competition sinco the two lines are quite different. Fly shuttles 
and the salvation army looms have come in. 

Section IV 
Mill Management 

40. (o) Yes, (fc) Yes. 

41. There is certainly no doubt that the managing agency system is defective in 
its very aspoct that the successor of a vecy able mill agent may not be at all suited to 
carry on the work but sinco everything goes on in succession even the worst man has 
to be tolerated. So the failure or success of any enterprise depends to a very appreciable 
extent on the capability of this individual. But for the Indian situation it is not very easy 
to take up one system of management and reject the other without going in detail into 
the actual circumstances under which the work is carried on here. 

First of all we have to take into consideration the faot that most of the mill agents 
art) majority shareholders and were the first to put their feet in the enterprise and hence 
they have been bearing tho greatest risk, secondly we have to take into consideration 
tho faot that they are also responsible for tho financing of the enterprise in all its aspects— 
both those features being absent in the managing director. Again on analysis it is 
discovered that there is really a scarcity of such business and technical talents combined 
in ono who could do the necessary responsible work while on the other hand wc find that 
the majority of the mill agents have done thie as their business and train their sons fairly 
well in this business. This of course does not mean that we should not train up our 
men in this line as wo have done in others so that tboso who would like to go in for this 
sort of management will not find the dearth of men. 

42. Somo charge on profit while others charge on production. 

43. (a), ( b ), (c), (d), (e) Yes, Yes, but the general practice is that whonover the 
company loses the agent forgoes his minimum commission. 

44. Yos. No, on tho contrary I believe that their association with other business 
concerns gives them added business experience. 
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Section V 
Mill Finance 

51. Yes. This has contributed to about 2 per cent, of the present depression. 

52. India—ordinarily 6 to 8 per cent. 

Japan— „ '3 to per cent. 

Seotion VI 
Costs of Production 
A. General 


53. Forty spindles per loom or 40,000 spindleB and 1,000 looms. 

54. The following table will throw some light in the matter:— 


Location 

Upto 

791! 

Looms 

800—899 900—999 

| 

1,000 

and 

over 

Bombay City 

24 

9 

« 

46 

Bombay Presidency 

07 

4 

1 

4 

Northern India 

46 

1 

1 

7 

Deccan 

10 

1 

1 

2 

Madras, Mysore, eto. 

11 

0 

0 

2 

On the basis of 40,000 spindles and 1,000 loomB we find that in Bombay City wo have 


only 18 per cent, mills equipped with approximately the above number of spindles 
and only 15-3 per cent, as far as the number of looms is concerned. 

Bombay Presidency mills have only 8 1 6 per cent, equipped with the number of spindles 
and 13 per cent, in looms. 

Upcountry mills only 3-4 per cent, in number of spindles and 5‘ 4 per cent, in looms. 

According to this we find that either the mills are too small or too big to be worlod econo¬ 
mically. 

65. Fifteen per cent, in spinning and 10 per cent, in weaving. More in spinning 
because most of the mills previously were spinning mills alone and weaving has been 
taken up comparatively recently and henco thero is more inefficiency in the spinning 
due to old machinery. 

57. Cost of fuol and power. 

Cost of water. 

Cost of stores. 

Repair and upkeep of machinery. 

Taxes, etc. 

Insurance. 

58. Labour—Disadvantage. 

Stores and machinery—Advantage. 

. General climatic conditions—Disadvantage. 

Taxes—Disadvantage. 

69. Two per cent., 10 per cent, lower the cost in production. 


C. Labour 

64. Yes, Ahmedabad 15 per cent. less. Upcountry mills 20 per cent. less. 

65. The bonuses declared wero liboral as oompared to profits now but taking into 
consideration the huge profits that they were making in those days they were not liberal 
and in my opinion this has no boaring upon the present depression. 
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66. Ten per cent, less production since the reduction in the working hours. 

67. (a) Two hundred ond twenty to 420 spindles per frame, 45$, 6' lift. 

A competent spinner can look after 420 spindlo# of 20s. yarn. 

(6) Two looms por weaver. 

(c) Two thousand one hundred and ninety-four persons for 80,000 spindles or 
27 men per 1,000 spindles. 

(d) One thousand six hundred persons employed in the whole of tie weaving 
department to look after the manufacture of coloured cloth or say 100 men 
will be required to look after 100 looms. For the manufacture of grey cloth 
on the same number of looms wc need 1,220 persons or 70 persons for every 
100 looms. 

68 . 


Year 

SpinnerB wage 

Weavers wage 

1914 

Rs. a- p. 

15 0 0 

Rs. a. p. 

25 0 0 

1917 July 10 per cont. all 

16 S 0 

27 8 0 

1918 Jan. 15 

17 4 0 

28 12 0 

1919 Jan. 35 

20 4 0 

33 12 0 

1920 Feb. 66 

23 4 0 

36 12 0 

*1920 Nov. 70 „ 

25 8 0 

45 0 0 


* Seventy per cent, for day workers and 80 per cent, for the piece-workers. 

69. Tho spinner is paid monthly wages. Weaver’s wage for standard grey long 
cloth which is 32 X 37 x 8}; 20s. warp, 24s. weft, 48 reed, 44 picks. Eight annas per 
day per loom is the cost or 5£ pios per pound. 

70. Twenty-fivo per cont. Taking all factors into consideration Bombay and up- 
country labour comes to the same standard but Ahmcdabad labour is dicidedly more 
intelligent and efficient and hence Ahmcdabad enjoys at least 6 per cent, in the matter 
of labour. 

71. (a) Twelve por cent,, (6) 10 per cent., (c) 8 per cent. As far as the Bombay mills 
are concerned the variation is about 8 per cent, from day to day except immediately 
after the pay day when it goes up to IS per cent. 

August to November .. > .. .. .. 15 to 20 per cent. 

December to April .. .. -. .. 8 to 10 por cont. 

May to July .. .. .. .. 10 to 15 per cent. 

More absenteeism in men. No. No. 

72. It takes time for the man to sot himself up in the work and hence tho production 
suffers. 

The quality of the work turned out by this man is decidedly low. 

More wastage. 

74. Since Ahmcdabad and other upeountry mills are situated in an area in whose 
hinterland plenty of labour is available the mills in these centre# find it much easier 
to obtain cheap labour whom they make work very effectively, while in Bombay although 
labour is available it is very dear owing to tho diversity of occupations and greater number 
of industrial concerns. Hence Bombay is at a disadvantage in the continuity of labour 
supply. 

Owing to the peculiar nature of the working people it is practically impossible to hold 
them by giving them such an allowance or bonus. No. 

75. The figures do not reach more than 5 per cent, at any centre. The housing 
conditions would give bettor hoaltb and sanitary measures to the operatives. They 
will also feel the atmosphere of homogeneity. Efforts were made in Bombay to provide 
housing facilities for Bombay workmen by erecting Development cbawls but owing 
to high rent they have proved a failure. 
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77. Upcountry Industries.— 

Textile 18 rupees per month. 

Tannery 16 „ 

Glass 16 „ „ „ 

Sugar 15 „ „ „ 

78. The standard of living has decidedly gone up as is evident from the general living 
of the ordinary workman. He has become comparatively more clean and fashionable. 

79. No scope under the existing labour conditions. In England and America one 
operator looks after as many as 20 automatio looms while with Binny’s in India they 
have not succeeded in giving more than four looms per operator. 

80. Gradually they have been looking after more spindleB but no progress has been 
made in the number of looms, neither is there any likelihood of any improvement in 
the near future. 

81. 


■ 

Cost items. 

Cost for single 
shift. 

Cost for the 
other shift. 


Rs. 

Rs. 

Power and gas 

1,315 

1,300 

Stores 

1,883 

1,880 

Labour .. 

5,065 

5,065 

Office and supervision 

453 

, , , , 

Fire Insurance 

215 

, , , , 

Municipal and other taxes 

205 


Interest 

733 

367 

Commission on oloth 

600 

600 

Dyeing charges .. .. - 

673 

673 

Agent’s Oommisrion 

108 

108 

Ineome tax and super tax 

252 

252 

Cotton cess and town duty .. C. 

CO 

60 

Total .. 

11,462 

. 

10,208 


The table onthispage showsthe working expenses of 25,000 pounds of yam per day. 
According to this a saving of 10- 9 per cent, may be effected by working double shifts. 


82. (a) It is advisable but not possible on account of the shortage of labour. 

(6), (c) Both possible and advisable. 

83. By adopting the Washington International Labour Conference Committee held 
at Washington in 1919, India has been forced to 60 hours’ work per week, while Japan 
working its double shifts of 20—22 hours a day has at leaBt an advantage of 10 per 
cent, in the production coat which means an indirect loss of 10 per cent. 

D.—OvEEHEADChABGES 

85. The insurance is effected by the Indian mills against fire protection. The amount 
has gone up by 303 per cent, since 1914 owing to the increased cotton prices and stores 
material. 

86. It should be 3 per cent, for the building and 5 per cent, for the machinery. The 
fund should be used in making replacements of the old machinery for which it was 
provided. 

It Bhould be reckoned as a charge on cost of production, but since the Indian mills 
have not been running on a paying basis it has so far been reckoned as a charge on profits. 

88. Mostly running. 

E_ Sales 

89. There are two systems adopted by the mills in selling their products :— 

(1) Selling agency system .—Secures the orders and works on commission. 

(2) Paid salesmen and shops in the market .—They act as the middlemen between 
the merohants and the mill. They at times work by the help of brokers. 
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I have no choice as regards the above two. To my mind there should be a separate 
selling department in each mill which should be looked after by a very able and efficient 
salesman who should be responsible for all the advertising work. Under this man should 
work travelling salesmen who should go to the different parts of the country, study the 
market and the requirements and then book the orders with the merchants. In this way 
wo shall be able to do away with the middleman’s profit and shall be better able to place 
the goods cheaper in the market. 

90. No. Even if it was prevalent in those days I think there was not muoh harm in 
it. Mill agents could do that by saving storage and insurance charges. 

92. No ditficulty but they do not want to take any risks. 

Section VII 

Suggestions as to remedial measures 

(a) Suggestions put forward by the liombuy Millowners’’ Association 

96. Yes, oxcept on all those materials which are being manufactured in India and 
for the encouragement of which an extra heavy duty should be imposed which will enable 
an allied industry to establish itsolf firmly. 

The averago running cost is 5J pies por spindln or 15‘7 pies per pound. After the 
abol ition of duty on mill stores and machinery it will come to 12 • 74 pies per pound or say 
a reduction of It pies per pound of yam. 

97. Kecords show that this tax was not in force in 1914 when tho industry was 
decidedly in a better condition than at present. Under the present circumstances a 
single pie that mills have to pay in the form of supor tax is roally too much for them and 
hence it should be taken off till the mill industry is in sound running condition. 

98. If tho purpose for which it was levied, is not served, then there seems no 
justification for the continuance of this tax. 

100. Certainly. The freight rate lias gone up considerably as is evident from the 
following figures and thore is enough ground for tho reduction. The freight was already 
too high for tho real industrial development, so instead of any desirable decrease thero 
has been an increase :•— 




1914. 

1924. 

Increase 
per cent 



Rs. a. p. 

Rs. a. p. 


Cotton bales . 

. Ahmcdabad to Bombay 

..0 f) 3 

1 1 1 

. 84-5 

Piecegoods 

. Bombay to Cawnpore 

.. 1 14 1 

2 5 2 

23-6 

Piecegoods 

. Bombay to Amritsar 

..2 1 11 

2 14 10 

38 

Piecegoods 

. Ahmodabad to Bombay 

.. 0 11 1 

1 1 1 

54 


101. I am of opinion that immediate steps should be taken in this direction. 

102. The idea is an excellent one and most deoil able. 


103. (a) Extra cheap railway freight on tho goods to be exported. 

(6) Cheaper ocean freights. 

(c) Bettor sales organisation in the importing countries. 

We should appoint men who should go and study the market and report accord¬ 
ingly. 

(d) Adequate use of tho Indian merchant marine in case it comes to be. 

104. There should be no discrimination. All imports should be charged equally. 

105. It should stay as long as the rate of exchange does not come down to Is. 4 d. 

106. It will have a slight effect on all yarn and cloth but only for a very short time for 
the Indian mills when in a position to compete will be able to bring down the tem¬ 
porary increase in price. It would not affect the middle or lower classes very much. 

107. Certainly, the imposition of such a tax would give a great impetus to the Indian 
product and that is why I bolieve that the rise in price would only bo temporary and 
as soon as the Indian mills are on a permanent footing they will be in a position to bring 
down the prices. 

108. Throughout the whole of India. 

109. First of all the inflation in prices would he a temporary one as explained in answer 
to question No. 106; besides thero is enough internal competition to keep down the 
prices. 
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111. Wo are passing through the worst economic depression and everybody has 
reduced his wants to a minimum and henco we have already touched the lowest point 
and there should not be any further fall in buying owing to the increased prices due to 
the imposition of this extra duty. This imposition of the duty would place us within the 
competing range and when once we can successfully compete we shall be in a better 
position to manufacture more which will bring down some of the overhead charges— 
coupled with the facilities given wc shall before long be in a position to sell better 
and cheaper and thus restore the previous consumption. 

112. W'hen we manufacture goods without any unfair competition and by 
getting the facilities from the Government and the steamship companies as the other 
competing countries are getting we shall also be in a position to compete in overseas 
markets rather than have the foreign market effected in any adverse sense. 

115. Yes. Five por cont. 

( 6 ) Other Suggestions 

116. No. 

117. No. 

118. The Imperial Bank which is supposod to he tho Government bank to give special 
facilities to tho industries of India is really not giving as good facilities as some foreign 
banks are doing. At present the conditions of tho Imperial Bank are more strict than 
other hanks. 

Better rates should be given for Weaker concerns though greater security may bo taken. 
At prosent the rovorse is the case. 

11!). Certainly. 

120. Indian millownors wh > are in a position to do so ha ve already gone in for counts 
above 30s. The two lines are quite different and there is enough field for both of them 
and hence the adoption of finer counts would certainly improve the industry*. 

121. Things change so much that it is not possible to go in for any kind of specia¬ 
lisation ; moreover, very few mills are equipped for this. 

122. Certainly, provided Japan does not come in the way. 

123. I do not think that every mill will be financially able to undertake such a venture 
but if the Government can give them some sort of help for the purchase of machinery it 
would certainly be a very helpful thing to the industry. 

Subsequent branches such as hosiery should be undertaken. 

124. From the figures given in answer to question 25 it iB quite evident that tho 
Japan se competition has been so very strong that it has offset all the advantages that 
oould have been realised by the remission of tho Cotton Excise Duty. 

126. I. The Board should recommend the use of Indian made articles. All those 
articles that are being manufactured in the country should bo protected against foreign 
competition by tho imposition of an extra heavy duty. Thus we will bo supporting two 
or more industries by the same legislation. 

II. The recommendation which was made by the Indian Shipping Commission that 
coastal shipping should bo roservod for Indian companies and which should take effect by 
degroes in the next 25 years, should be given effect to so that extra facilities for the 
movement of our ocoan freight may be realised. 

III. Government should encourage and open Industrial Banks which should form 
tbo backbone of our industries. 

IV. It would not be out of place to say a word or bo about the position of the factory 
inspector as regards our industry. 

The powers givon to tho factory inspector are such that they cannot be questioned 
or appealed against with the result that whatover he may say has to be done without 
any protest, for if the management doubts the utility of such a measuro, thon there is no 
place of appeal with the result that the millowners quietly swallow the bitter pill rather 
than displease this officer and suffer much more at his hands in some other way. So I 
suggest that there should he appointed a body where disputed point- could bo referred to. 

Bearing in mind that tho factory inspector has such powers Government ought to 
go in for men of real high calibro rather than give such responsible powers where they are 
misused so very ofton. Most of the time it is nothing but pleasing his fancy. I am sure 
that this office was created for tho betterment of the industry but as the practical experi¬ 
ence tells us more harm has been done. Will not this Board make the position of this 
offieo such that it will really be of more use to the industry ? 
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Witness No. 70 
Mr. C. M. GUPTA. BOMBAY 

Oral Evidence recorded at Bombay on the 26th August 1926 

President. —What is your special acquaintance with the cotton textile industry, 
Mr. Gupta ? 

A. It is both foreign and local. I have got some practical experience of the American 
and also of Lancashire mills and havo made some study of the Bombay mills and also 
of the Cawnpore and Ahmcdabad mills. 

Q. In what capacity havo you made this study ? 

A. In my own commercial line, because that was my teaching line. I was Professor 

Commerce at Agra. 

Q. In what College ? 

A. St. John’s Colicgo. But for the last few months I have been in Bombay. 

Q. What are you doing hore ? 

A. I am not connected with any particular mill, but I am making a study of the whole 
thing. I have been visiting wherever I could get facilities. I am trying to find out what 
is the actual situation of the Bombay mill industry as compared with our own as well 
as with foreign countries. 

Raja Hari Kishan Kaul. —With what object ? 

A. I wanted to write a book on the industrial situation of India especially on labour 
problems. That was my main object. 1 felt that as I had made certain observations, 
while I was here, if it was at all of any help, I could come and give my views. 

Q. What were you doing before you were appointed a Professor in Agra ? 

A. 1 was in America. 

Q. Do you know anything of the cotton industry there ? 

A. Yes. 

Q. Where ? 

A. Both in New England States as well as in the Southern part specially in 
Columbia, Georgia 

President. —You say you have seen mills on the continent. ? 

A. Yes. 

Q. Where ? 

A. In Manchester and Liverpool. 

Q. There are no mills in Liverpool. You could not havo seen ootton mills in Liverpool. 
Where did you see cotton mills ? 

A. In Manchester. I was specially interested in the dyeing process. 

Q. Where did you get your education out here ? 

A. At Agra and Lucknow. 

Q. How old are you ? 

A. Twenty-eight. 

Q. You have no practical experience ? Your experience of the cotton industry has been 
obtained in the capacity of a student ? 

A. I should sav in tho capacity of an unbiassed observer, perhaps. 

Q. Exactly, as a student of the industry. 

A. Certainly. 

Baja Hari Kishan Kaul. —In roply to Question 29 you say “ State subsidy is given to 
steamship companies to promote and provido cheaper freight ”. Can you give us any 
evidence of that ? 

A. Of course, no practical proof except all tho news that we get from the various papers. 
The latest one was only the day before yesterday which one Japanese paper published, 
that 3 lakhs yon was going to be given to propagate their trade in Bulgaria and Mesopo¬ 
tamia. 

Q. But not India ? 

A. No, not in India. 
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Q. In reply to Question 34 you say “ While answering this question the effect of the 
non-co-operation movement must be taken into consideration When did the non-co- 
operation movement have its sway ? 

A. I was away then ; but I think it was in 1920-21. 

Q. Then you have no personal experience of that time 7 
A. No. 

Q. It did not affect the production here 1 

A. No. But as far as the tendency is concerned it brought about a change in 
taste. The Indian public have changed their taste, as I believe. Naturally they are 
liking the finer counts of goods. So we have got to see this way. When the non-co- 
operation movement came, we practically were not dealing in foreign cloth and we went 
back to coarser counts. 

Q. And now we are going to liner counts ? 

A. Yes ; wo are going back to the original lovel which we had before the war, as fEr as 
the finer counts of goods are concerned ; that is in consumption. 

Mr. Subba Ran. —What proof have you of that tendency 7 

A. Tho only proof which we can see is this; if you can get hold of any merchant who 
is dealing in foreign cloth and see the goods which he was getting before tho period and 
the goods which he is getting now, we see a decided change. 

Q. Is it not true that the consumption of foreign cloth is less now than before ? 

A. Yes ; it has been less in a way. 

Q. We have not got any way near the original level. 

A. Certainly. 

Q. Then how would you say that there is a restoration 7 

A. Because some of the Indian mills are also going on to finer counts. Before that 
period, there were very few mills in India, which were going above 40s. Now there are 
mills going up to even 80s. 

Mr. Majmuilar .—In reply to Question 18 you say ‘‘ various other fact ors have combined 
with this and led India to this disastrous condition ”. What causes have led to thi< 
condition ? 

A. In this connection I have to say just as I pointed out before that tho Japanese have 
got a very well organised system of market. That is one thing. Then of course there is 
the subsidy which they are getting for the steamship companies, besides the lower cost 
of production ; because when we are talking of a foreign market, we must take into 
consideration the freight also. 

Q. You don’t take the cost of production 7 

A. “ Besides the cost of production, ” I say. It is not only the low cost of production 
but some other factors also. 

President. —You estimate the advantage that Ahmedabad has with regard to upcountry 
markets at 10 per cent, and at 16 per cent, with regard to proximity to sources of supply 
of raw materials, whereas Cawnpore has an advantage of 40 per cent, with regard to 
proximity to upcountry markets ? On what basis have you worked out those figures ? 

A. The proximity to the market and the total amount of goods which they put into the 
market. 

Q. How have you worked out the figures 7 On what data have you been able to 
come to such definite percentages as 10 or 16 or 40 ? 

A. I should have added “ approximately ”. That is my mistake there. 

Q. Even approximately, how have you worked them out ? 

A. What I did was, when I was in the northern part of India, I visited a number of cities, 
though not in this connection. How I took the percentages was that in every big city, 
I went to all the leading merchants and got information from which particular centre 
they were getting the goods and what percentage of them and on that basis I came to the 
conclusion that a certain locality has got a certain advantage in a certain market. It 
is more or less on consumption than anything else. 

Q. Naturally, if you take the mills nearest Cawnpore they may have 40 per cent, 
advantage over the Bombay mills. But if you take Bombay, the Bombay mills would 
have got 100 per cent, advantage in Bombay as far as mere proximity goes. 

A. Upcountry goods are rarely to be seen in tho Bombay market because they have a 
more definite market of their own. 

Q. I do not quite see how you can work out any dofinite percentage. 

A. I do not assert that my own working must be exactly right. But this is what I got 
from my practical observations. 
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Q. It depends upon the market in which you made your enquiries. You can only 
say that, as far as your enquiry went, Ahmedabad had a 10 per cent, advantage in certain 
markets which you made enquiries in. 

A. When you are talking of upcountry markets, I can speak of Amritsar, Cawnpore, 
Benares, etc. That fairly covers what we call upcountry. 

Q. Are you referring to all markets, to all places outside Bombay and Ahmedabad 
when you speak of upcountry markets ? 

A. I coniine myself to plaoes above the Vindhyas. It is based on enquiries from 
merchants of those places. 

Q. How many merchants did you question ? 

A. Eight or ten in every town. 

Q. In how many towns ? 

A. Agra, Delhi, Cawnpore, Lucknow, Amritsar and Lahore. 

Q. Eight or ten merchants in each plaoe ? 

A. Yes. Of course I oould not know that this Commission was coming. Otherwise 
I could have got more figuros. 

Raja Uari Kishan Kavl .—Did you examine the books ? 

A. I just asked them, and they told me about how much thoy are getting from this 
centre and how much from that. I got the information from what they said, and 
alto from what we see in the markets I can just Bay what particular kinds of goods are 
wanted in each market. 

Q. It is rather a difficult thing to do. There are different types of cloth and it is 
difficult to say which cloth comes from where and in what quantities. What do these 
figures signify 1 

A. That Cawnpore has a 40 per cent, better advantage as far as the pushing of tho 
Bombay goods is concerned in that particular locality. 

Q. That is, in tho markets from Lahore tg Benares you found that on tho whole 
Cawnpore goods were to be found to an extent of 40 per eont. more than Bombay 
goods V 

A. Yes. 

Q. Bombay goods probably go to some other markets ? 

A. Possibly. 

Q. You cannot call that a disadvantage. There are certain markets which are nearer 
to certain mills. 

A. It is a disadvantage as far as that particular market is concerned. Is it not ? 

Q. Do you mean to say that you found in all these Northern India markets 140 bales 
of Cawnpore goods as compared with 100 bales of Bombay goods. 

A. That is the ratio I would put it at ? 

Q. Have you worked it out separately for each market town ? 

A. Whatever figures I can give are at your disposal. 

CJ. Can you give us separate figures for each market ? 

A. Not now. If you want them I can. 

Q. How do you work this average from these figures ? Did you put them together and 
divide them by the number of markets 1 

A. Certainly. 

Q. Mr. Majmudar .—Did you go to the villages to study the market require¬ 
ments ? 

A. Not the actual requirements of any particular mill. But of course I am myself 
in a way, you may say, from a village. So I know. I cannot say what are the particular 
requirements. I know their requirements, but I do not know from what market they 
want the goods. A villager will never care to know from where he gets his goods as long 
as he knows he gets them cheaper and better. 

Q. The reason why I am putting this question is that sometimes the requirements ,of 
the city ^re of a different type from those of the villages round about, and if you have 
gathered your information from the requirements of the city those impressions may apply 
to the city only but not to the whole district ? 

A. Certainly, but as far as merchants aro concerned thoy are the same men who 
supply both city and oountry. It is not every local shopkeeper who goes to Bombay or 
Cawnpore. 
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Q. President.— As regards your reply to Question 51, how did you work out this rather 
confident statement that the difficulties in obtaining finance have contributed about 
2 per cent, in the present depression ? 

A. I took the figures this way. I gathered the information from various sources, from 
the millowners and others. I asked them what was the actual difficulty they were 
experiencing in their finance—if they really had any difficulty or not. Because if they 
had difficulties we have to consider what they are and work on the tasis of that. Of 
course, T cannot say whether it is that much or not bnt what I think is that since they 
cannot get finance so freely the stocks are tied up and I think it will certainly cause some 
depression. This 2 per oent. is not quite exact. Tt may be 1, 2 or 3. 

Q. Don’t you think it most unsafe to assume factors like this in terms of percentages ? 
I should have thought your economic training, if I may say so, would have taught you 
that that was about the last thing to do. You are always liable to have your statements 
challenged at once. You take a general cause suoh as the difficulty of obtaining finance 
and Say that it contributes 2 or 4 per cent., and so on. It Beems to me a most unsafe 
method. 

A. But it is like this. When we know there is a depression, when we want to picture 
it in any way we have got to give it a concrete figure. I may be wrong but it is only to 
give some idea, of course in a very rough way how muoh it is. There are so many other 
factors which contribute to the depression. Well, only to give the degree of importance— 
whether it is this factor or that. The whole idea of what I meant to Bay is that it has 
contributed to a certain extent. But this particular percentage whatever else it may 
show shows that it is not a very great factor in the present depression. 

Q,. I should have thought it would have been better to leave it at that. What is your 
authority for saying that in Japan mills can borrow money at 3 to 4& per cent. 

A. Because 1 have got my cousin there and I got thi3 information from him. 

Q. In what oapaoity is he there ? 

A. He is in the glass industry. 

Q. Raja Bari Kishan Kaul. —Is he studying the glass industry ? 

A. Not studying. Ho has been there now for the last four years. 

Q. Is he employed there ? 

A. Yes. 

Q. We have been told that rates are different. 

A. Possibly. 

Q. I should like to know what value is to ha attached to your brother’s statement 
about this 3 and 41 per cent, interest. It makes all the difference. 

A.. Possibly it does. 

Q. Would you attach very great value to the information supplied to you by your 
brother ? 

A. Certainly. 

Q. Has he any chance of coming into contact with people who borrow money ? 

A. Certainly, he has been there for the last four or five years. Besides, when I go to 
the United ritate;, Germany and other places I know it is not very hard to find out 
what is the actual rate at whioh people are getting money. There is nothing 
confidential about it. It is not diffcult to find at what rate the banks finance loans 
to the different industrial concerns. > 

Q. It is difficult to find out what the actual rates are. The bankers of course know. 

A. I can send it in to-morrow. 

Q. Where did yon get your figures for wages in the textile industry V 

A. Those are for up-country mills. 

Q. Not Bombay ? 

A. No. This particular centre is Cawnpore and its vicinity of course. Except for 
the glass industry we find every industry in Cawnpore. We find glass in Allahabad. 

Q. Mr. Majm'udar. —In regard to Question 66, what is your authority for the state¬ 
ment that there is 10 per cent, less production since the reduction in .the working 
hours ? 

A. There also I should have made one thing clear. 10 per cent, reduction is in this 
way. I will give you the correct figures if you want them. From the actual rates which 
I have seen of the two or three mills to which I am known it is of course evident that there 
is les3 production to the extent of 10 per cent, in weaving. 

Q. You do not refer to spinning at all. 

A. T should say 15 per cent, in spinning. More in spinning than in weaving. 
mo T 422—17 
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Q. And thon in reply to Question 67, you say a competent spinner can look after 420 
spindles on 20 . yam. Is there any mill in Bombay where that is done. 

A. I want to make this thing also very clear, because that is what I understood. The 
same man is looking after two sides and of course we have to take into consideration in 
various mills that thore are 3 to 6 larvalaa who are helping and when T am talking of 
420 spindles I should take into consideration the help of the taroalas. There is also one 
other point which is very important. The 20 >. yarn that I mean is warp yarn, not weft 
yarn, because when it comes to weft yam it is quite a different figure altogether. 

Q. Tho point is about the number of spindles that a competent spinner can look 
after. 

A. Yes, the way I calculate it is this. There arc in fact 15 men altogether to look 
after 10 frames. That is men for every frame. So according to this J say 280 
spindles of 20warp yarn. That is what I have seen. I can show you. 

Q. Raja Hari Kishan Kaul. —Whioh mills ? 

A. I oan show it you in tho Madhoji Dharamsi, E. D. Sassoon Mills, and Morarji 
Goculdas Mill. 

Q. Pres-ident. —You say that in the Morarji Goculdas Mills one spinner is looking after 
how many spindles ? 

A. So I have just cleared up the whole point. There is a spinner in charge of a frame. 
Then thero aro what they call tarvallan. In different mills tho number varies. On 
different oounts also it varies. Therefore it is 5 tarmlas for 10 frames, 15 men for 10 
frames that is 11 for each frame. There are 420 spindles in a frame and 280 go to the 
share of each man. But it is only for 20s. warp yarn, not weft yarn. 

Q. Mr. Majmutlar. —Are you referring to double aiders ? 

A. Yes. 

Q. Aro there many double siders iu the mill ? 

A. On finer counts it is single mostly ; on, medium counts it is double ; and on coarsor 
counts again it is single. 

Q. Is 20;. correct medium? 

A. I will call it medium. 

Q. In all these mills you montioned the siders look to two sides on 20s. warp ? 

A. Yes, that is what I have seen. 

Q. Are you sure ? 

A. Yes, I am. 

Q. Have you made proper enquiries ? 

A. I made enquiries. Not only in that connection, but I saw something very different 
in one section of the mill, because that was my point. In one section you go and see the 
same spinner looking after 280. And in the other there is a big difference -10 to 60 
spindles and tn the same count of yarn. The reason given out is this. If he is attending 
a shorter frame he cannot be given an extra part of another frame and therefore naturally 
he will look after less spindles here and more there. We have got the same thing when 
it comes to deliveries. A man looks after five deliveries; another might look after seven 
deliveries. 

Q. We would like to have complete figures about the spindles looked after by a sidcr 
also how many are double siders and how many single Bidcrs in these mills. 

A. Certainly, I will give them to you most gladly. 
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Witness No. 71 
Mr. G. N, IYER, BOMBAY 

Written Statement, dated the 20th August 1926 
Section I 


General 

I. Generally speaking the depression extends throughout India and Burma. But 
it is felt more in Bombay due to certain reasons :■— 

(1) High wages (when compared to other parts); 

(2) Low working hours (10 as against 12 and 14 in Native States and same parts 
upcountry). 

3. If the mills continue working as at present and the market does not improve, 
the depression will be of a permanent nature. 

4. Yes. They will oertainly be obliged to close down. 

5. Generally speaking the majority of mills in Bombay are selling at a loss ; whereas 
the majority of mills in Ahmedabad and upcountry are making profit or at least are 
making both ends meet. A review of the balance sheets for the year ending 1925 will 
prove this. The mills at Indore and Bangalore have actually declared a bonus. But 
in Burma the mill is suffering a loss. 

6. A drop in the price of cotton will have praotioally no effect as the price of cloth 
will also go down. On the other hand, if the cloth prices remain as at present the mills 
may be benefited to a little extent. But the hopes are very vague. 

8. The fall in the cloth and cotton prices is disproportionate. 8o the industry is 
suffering ; for instance the price of doth is 200 per cent, less than during 1922 ; and cotton 
has gone down only by 50 per oent. 

9. Yes. The ryot does not now-a-days purchase to such an extent as he was doing 
before. Ho only meets his bare necessities. So demand has gone down. 

10. Certainly not. We in India have lost all our monoy and have nothing to spare 
for investment in gold and silver. 

II. I will answer this question orally as it requires a long explanation. This much 
I can say ; that mismanagement and want of forethought among the millowners has a 
lot to do with the present depression and I do not think they will overcome it unless 
they try to improve. I may just mention a few points for guidance— 

(1) Ignorance of millowners of details. 

(2) Untrained men succeeding experienced owners. 

(3) Too much unnecessary interference. 

(4) No value or appreciation of technical training. 

(6) Board of directors has no power but one man does everything. 

(6) Favourites and relations are brought in to responsible posts and maintained at 
the risk of the firm. 

(7) National feeling in Burma. 

(8) Non-confidencc in responsible officers specially in Ahmedabad and upoountry 
mills. 

12. I cannot say that all the mills which have gone down have done so on account 
of depression. There are various other reasons for their downfall; and all the ins and 
outi have come to light on account of the depression. If the industry was doing well, 
all these defects would have continued unnoticed. Under these circumstances it is best 
to consider these on their own merits. 

Section II 

Nature and extent of competition between imported goods and those of Indian 
manufacture 

13. Loss of the China market for India is no doubt true. The fall in the export to 
China is due to other reasons ; which do not include the development of the weaving 
industry in India. In ray opinion the depression is due to a counteraction of all the 
causes stated above. 

uS-Y 422—17a 
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14 The foreign competition.from Japan and other countries has a lot to do with 
the depression of the industry in India. Just look at the figures quoted from the 
Millowners’ Association. 

15. Generally speaking, the medium counts, say from 16’s to 40’s compete 
direotly with the production of Indian mills. And also there is a slight competition 
in oounts iipto 80’c. There is practically no competition in counts above this. I am 
not very well acquainted with the particular varieties of doth. 

17. Yes. Specially the following counts 20’s, 24’s, 30’s, 32’a and 40’a and 

doubled yarn of the following type 2/10’s, 2/20’s, 2,24’s, 2/30’s, 2/32’s and 

2/40’s. 

The above are the oounts in the Indian market exported by other countries which do 
not cover the cost of production. 

Of oourse I cannot say whether they are underselling their yarn. But by working 
double shift in Japan and engaging women and children they are able to produoe yarn at 
a oheap cost. 

18. This is very simple. If Japan or England can boat us in our own markets they 
can surely monopolise other markets. 

10. Yes, it is a serious factor. If even this 1 '3 per cent, of foreign goods of a type 
which can be produoed in India was not imported and sold at a comparatively cheaper 
price India would have gained something and above that she might have obtained a 
better prioe than at present. 

The foreign import is sure to increase as long as it can find a ready market. 

00. Yes. 1 aocept these figures. 

21. Yes. I aooept these figures. 

22. Yes. 

23. This will happen only if they are able to sell their goods in India at a fair margin. 
And if the quality of Indian products does not oome up to their level 

24. The imported Japanese goods do not compete with English goods as they are of a 
different variety. The import will increase due to the conditions as stated in answer 
to the question 23. 

28. Indian labour is poor and ill equipped. The labour in the United Kingdom oan 
beat us ; whereas though Japan’s labour is superior to ours they have a distinot advantage 
over us due to working 20 hours and employment of such labour as is prohibitive in India. 

29. I have read that in other countries they do assist the industry ; but I do not know 
how far it is true. 

30. Yes. 

31. Of course ; the foreigners study our market and supply our needs better. 

32. Yes, there has been. 

33. Take for inatanoe the unbleached gin. You will always find that the American gin 
heats ours in quality and price. Of course this variety as produced by the Buckingham 
Mills is an exception but it is too dear. 

34. This is only a question of price. If the consumer is able to get finer qualities at 
a veiy slight increase there will bo a growing preference; on tho other hand if he 
has to pay a higher price or he can get similar goods of Indian make at a slightly 
lower cost he will surely buy Indian goods. 

Section III 
Internal competition 

36. Though the extension of mills in upoountry centres has affeoted the prosperity 
of mills in Bombay, I am glad that this has facilitated the industry in general. The con¬ 
sumer can get his requirements oheaply and easily ; but it must at tho same time be 
romembered that if certain quick alterations are not made in upeountry mills the industry 
is sure to deteriorate. 

The following vices exist:— 

(1) Long hours. 

(2) Ruination of machinery. 

(3) Waste of energy of workmen. 
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(4) Greediness for production. 

(5) Incompetent labour. 

(6) Ruination of industry by deceiving customers. 

36. The advantages that Bombay mills have over mills in Ahmedabad and upcountry 
are outweighed by the disadvantages. The only advantages are:— 

(1) Better handling. 

(2) More efficient labour and effloient officers. 

(3) An opportunity to compete with foreign goods. 

(4) Comparatively cheap prices in stores whioh oan readily be obtained. 

37. The advantages of upcountry and Ahmedabad mills are:— 

(1) Cheap labour. 

(2) A ready market for goods produced. 

(3) Facilities in prices of cotton. 

(4) Less competition. 

38. I do not fear the competition of the hand-loom industry in India provided they 
give up using foreign yam. I think the hand-loom industry is not in a progressive 
condition. 


Section IV 
Mill Management 

40. Yes. I am satisfied of the economy, though I oonsider further economy is possible 
as has been proved in mills now-a-days. This must cover a long period. Hasty economy 
is dangerous. 

41. This is a broad question as different milis have different systems. As far as my 
knowledge goes, the following systems are current:— 

A fixed remuneration and certain other benefits also— 

(а) A certain per cent, of commission on all purchases and sales. 

(б) A certain per oent. on production. 

(c) A certain per cent, on profits. 

(d) Other benefits: as monopolies, travelling and boarding expen-es, etc. 

(e) Generally an understanding that the agent will work for the firm for a long 

period say not less than 20 years, his right and action being undisputed. 

In my opinion, items-named (a), (b) and (c) are defective. 

However the agent is the sole master of the firm, whose actions are not questioned 
and with powers to do anything, irrespective of the evils occurring from his actions 
In the majority of cases we find these powers being abused. 

In my opinion, the board of directors must be vested with more power. It must be 
a representative body of the share-holders, the capitalists and the workers must 
include men who are well versed in technicalities and internal management. 

It must meet as often as possible, say, every week, as is customary in England and 
decide all matters concerning the firm. The agent's power must be limited and subject 
to the confirmation of the board. Nothing must be done without their approval. 

42. That by commission on production is common. I prefer commission on 
profits. 

43. Certainly they do. As for the details all Of them are common; but the number 
of them differ in different oases. In ono of the mills I came to know that the chairman 
of the directors was touring apparently collecting shares for the firm and in the mean¬ 
while doing his own business. He was accompanied by a few of the directors as well. 
He debited the firm with the brokerage commission on shares as well as his expenses, 
whioh oame to more than what he was able to collect in shares. The agency do not 
provide a minimum in such cases. 

44. The association of agents in other kinds of business is common. This need not 
necessarily be detrimental, provided the resources of one firm are not utilised for the other. 
But in common practice we find quite the contrary due to the unlimited and unohooked 
powers. Henoe it is detrimental. 
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Section V 
Mill Finance 

45. The depression is more due to over-capitalization than under-capitalization. 

46. This is not very t ommon. In some mills where they have equipped their machi¬ 
nery they have done well. Most mills have on the other hand suffered for want of equip¬ 
ment and in some places mills have suffered for having purchased some machinery whioh 
was not essential for the working of the mill. 

47. Certainly there was, as may be judged by the balance sheets. The depression 
may be attributed to the fact that if the mills had reserved that money and purchased 
some essential stores and material for the upkeep of the mills they would not be 
suffering now and effecting false economy to the detriment of the industry. 

60. This system is very common. As it is detrimental to the industry, it must be 
put an end to. 

61. Yes, they do. 

(1) Non-confidence in the directors. 

(2) Many bogus firms being started. 

(3) Depression in the industry, 

(4) Mainly due to tightness in the money market and people being poor. 

62. In India it is borrowed from 0 to 20 per cent. I do not know the case of Japan. 

Section VI —Corfu nf Prnduclicm 
A —Generul 

63. I consider a mill between 25 to 35 thousand Bpindles and 600 to 800 looms 
ensures the most economical and effioient working. 

In pre-war days to establish a mill in Ahmedabad of 30,000 spindles cost somewhere 
between 16 to 20 iakhs with the looms shed. Now a days it is double. In Bombay add 
an exoesa of 2 to 3 lakhs for building and land. Tn upcountry 4 to 5 lakhs may be 
deducted from the above figures. 

64. The majoiity of mills are of the size stated. The only difference between 
Bombay and upcountry mills is that the former are a little too big. whereas the 
latter are a little too small. 

65. This is common to a very great extent. The effioieucy in mills in India or else¬ 
where need not be less due to old machinery, provided the spare parts are well supplied 
and machines kept up-to-date. But, in India, the agents are very reluctant in doing this 
and consequently ruin their mills. Even in the boom period it was quite common for 
agejits to refuse the essential spare parts. There are mills in India where machinery is 
25 years old and yet everything is up-to-date and others whioh *arc less than 15 years 
old and completely ruined. 

67. (1) Less efficiency of labour. 

(2) Long working hours. 

(3) Bad equipment of mills. 

(4) Favouritism. 

(5) Non-technical men being engaged who generally stick to old and crude methods 
and are reluotant to reforms. 

58, Bombay mills are at a disadvantage. 

(1) In cost of labour. 

(2) Fuel, water and taxes. 

69. The benefits are almost negligible and I have good experience of this compared 
with mills in Bombay, Ahmedabad, upcountry and Burma; except in Bombay the 
advantage is being utilised in spinning fine counts. In upcountry mills where it is hot 
the humidifiers can maintain a low temperature at a very slight cost. 

B—Raw Material 

60. (a) In Bombay raw cotton is generally purchased in the market. This is one 

advantage in Bombay that we can get any quality of cotton we require. 

(6) In cotton districts; the crop of the district is utilised and as the quality differs 
from year to year the quantity produced will also have to be changed, according to the 
material available. 
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61. There are no doubt speculative purchases going on in Indian mills but I do not 
know whether it contributes in any way to the depression of the industry. If methods as 
suggested in answer to question 41 are adopted this oan be stopped. 

62. Yes. This statement is correct. The margin is about 10 to 20 rupees per bale 
There should not be this margin. This is due to agents charging (1) commission on 
purchases (openly done), (2) at their own initiative filling their own pockets, (3) due to 
speculation. 

63. The depression due to this is negligible. 

C. Labour 

64. Yes. I aooept this view. Not so much in Ahinedabad and up-country as the 
rise of wages from the pre-war rates are not so high as oompared with Bombay. 

65. In a way I do not consider that there was an unduly large distribution of 
bonus. Now supposing less bonus had been paid; then the balance would go to the 
shareholders, and in both these ways the industry would not be benefited, whereas 
if the dividends were curtailed this bonus would also have been less and the amount 
reserved for had times. If the shareholders deserved to reap big dividends the workers 
also deserved in a better way to get a better bonus. 

66. Generally speaking it has gone down by 12 to 15% after the change in hours. 

67. (a) In a ring ring frame the number of spindles vary from 280 to 400; lift is 
generally 5 inches. This also varies from 140 to 200 in oounts between 20 s and 30s. 

( b ) 8 to 10 looms j differs on varieties of cloth width of loom and other things. 

(c) If the averages counts are say 24s the total number for 1,000 spindles is 22. 

69. This differs due to various rea-ons. Taking an example in my present mill; the 
cost of production for average 23s oounts is 2 annas ; and 560 men are working. So 
we can say that wages per lb. is 0 ■ 5 pics. 

70. The labour is less efficient by about 25 per cent, when compared to Japan and 
30 to 40 per cent, compared to Europe. 

Taking Bombay mills as an average ; in the workmen class Bombay, Ahmedabad and 
Madras are practically equal, or to be on the safe side we may say that the latter are 5 
per cent, less efficient. In up-country mills the labour iB less efficient by about 20 to 40 
per oent. South Indian labour is practically equal to Bombay but as we go north it is 
less efficient except in Calcutta. In Burma it is 60 per cent, le-s efficient. 

In the subordinate staff the Ahmedabad mills are less officient by about 10 per cent, 
when oompared to Bombay and in up-oountry mills it varies from anywhere between 
25 to 50 per cent. 

71. (a) In Bombay mills this varies from 5 to 10 per cent. 

(6) In Ahmedabad and Madras daily it is between 10 to 15 per oent. rising to 25 in 
the monsoon. 

(c) In up-country mills it is variable anywhere upto 35 per cent. Of course during the 
monsoon and festival times the attendance is very poor. 

It is very common to find many operatives absent for 2 to 5 days just after 
pay day. 

J.n Bombay mills a bonus is common to certain class of workmen. In Ahmedabad 
there is no Bystem. 

Of course bonuses and other privileges encourage regular attendance as has been found 
to be successful in the mills at Madras. 

72. The Budli system is no good. There is 20 to 40 per cent, less work turned out 
by a man who is working budli as generally he is found to be a starter in business. 

73. The turn-over as compared to Europe is some where as follows :— 


Bombay 76 to 85 per cent. 

. . 

..'ll 

base these figures on the 

Ahmedabad 60 to 70 „ 

. . 

•• 1 

number of hands engaged to 

Madras 80 to 85 „ 

. . 

•• f 

turn-out a given amount of 

Up-country 40 to 50 „ 
Burma 35 to 45 „ 


-- 1 
••J 

work. 


74. In my opinion the continuity of work in Bombay is much moro satisfactory 
than at Ahmedabad and up-country. Certainly a long service beams and provident fund, 
contribute a lot though these are very unoommon. 
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75. Generally mills in Ahmedabad and Bombay do not provide bousing accommoda¬ 
tion. Only 20 to 30 per cent, of workers get accommodation where mills provide chawls. 
The income generally covers an interest on the outlay of 8 to 10 percent. Improved 
housing accommodation will surely contribute to the improvement of the industry. 
In Bombay it is difficult, to secure this where as at Ahmedabad this can very easily 
be done. 

7ti. (a) The facilities for technical training of workmen are practically nil. 

(6) For the supervising it is very inadequate. 

(c) No doubt good use is made in this caso but there is very little encouragement. 

The efficiency of operatives can be improved from 25 to 50 per cent. 

Government and mi ll owners to some extent are responsible for the non-encouragement 
of this part of the industry, s pecially in textiles. 

77. I accept this opinion as far as up-country and Ahmedabad mills are concerned 
but not Bombay. I emphatically say that the workmen deserves every pie and the 
industry need not grudge this. 

78. Yes. All I can say is that they are spendthrifts. They do not utilise the inorease 
in money for better purposes. 

79. There is scope in utilising labour saving devices. 

80. Yes, there is provided you give him a better training. The improvement in this 
direction is very slight. There can be no improvement as long as the present conditions 
exist. We have tried these in finding ways of effecting economy. 

81. Yes, I accept, hut, I am not in favour of double shifts in India for the present 
Though this appears to be very nice to look at just for the present, it is detrimental 
in the long run. We had experience of them during war-time. There are 
many defects which want remedying in the double shift system in tho textile 
industry. 

82. I would not advise the restarting of double-shift system as long as the present 
systems of management are unaltered. This is detrimental to the industry in general 
and affects the machinery and work people. 

I oan give ample proofs if necessary. 

83. Legislation as it exists at present is only to the beu fit of the workmen and that 
too to a limited extent. It has done nothing for the industry. 

1). Overhead charges 

85. Insurance is effected in mills to cover the capital by fire. 

It is satisfactory under prest conditions. 

86. An amount equal to at least 6 per cent, per annum of the value of the mill must 
be kept apart. I givo this amount on the understanding that the life of a machine is 
about 25 years. Consequently this amount after 20 years will buy us new machinery : 
and the excess for 5 years more must be utilised every year in repairs and renewals 
of parts. It is better if it is charged on profits; but if a mill makes no profits add it 
on to cost of production 

87. These are generally valued on the actual cost of production. The auditors are 
generally contented with a certificate. 

88. The audit of the mill accounts is an annual one. 

E. fates 

89. There are different .system in different mills. 

(1) Agents themselves sell directly to customers in retail. 

(2) Sole agents or commission agents are entrusted with this work. 

(3) The firm soils directly in retail or wholesale. 

(4) Brokers are engaged who negotiate between the firm and the consumer and get 

a certain commission. They are responsible for the reoovery of the amount. I prefer 

the last system as the risk of losing is lessened. 

90. They are prevalent. This is a very bad system. 

91. Yes. They do experience difficulties. 
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Sbotioh VII.— Suggestions as to remedial measures. 

(a) Suggestions put forward by the Bombay Millowners' Association 

96. Yes. I am in favour of the abolition. It makes a very slight difference say 
nothing more than a quarter of an anna per pound. But this saving goes a long way. 

97. I wish the super-tax to be abolished. 

98. I am not very particular about this. 

100. Yes. I do. 

101. Yes. If they undertake to do so and get a reduction it will surely help the 
industry. 

102. I think this is not an easy task to undertake for the textile industry only. But 
if the Government can undertake to do so and afford to pay, it is a good way to regain 
lost markets. 

103. This can only be done if mills can compete in quality and price. I do not think 
any legislation will help this unless the qualities are standardised. As I think that 
India oan very well oonsume its mill products one need not care so much for over-seas. 

104. I am in favour of this duty— ' 

(а) on all piece goods imported from Japan and China and other . ountries except 
the United Kingdom; 

(б) on all yarn up to 40's and a smaller duty on all counts up to 80' i and the same 
for pieoe goods. A special reduction may be made on printed goods. 

105. This should be imposed as long as the industry can meet the demands of markets. 

I would say that this should be of a permanent nature subject to increase or decrease 
after a certain number of years. 

106. Certairily prices will rise on the goods on which duty iB imposed to such an extent 
that foreign goods will be able to sell in the market. The cost of living need not go up 
provided the mill owners are not gr.xdy to get more profits. 

107. Both will occur. 

108. I think this will be the case throughout India. 

109. Yes. I do. Our industry must be protected at all costs. Because, once it 
Begins to decline it is too late and difficult to r vive it. 

111. 1 do not. This increase of duty will restrict consumption. Even if it does it is 
negligible. Yes. I do consider that this will be in the best interests of the industry. 

112. There is nothing unfavourable in this. This is very favourable to India. 

113. I do not think the hand loom industry will suffer, whatever may be the view of 
the Fisoal Commission. The majority of hand-looms say 80 per oent, are using counts 
that oan be produced in India'. They are sure to be benefited. 

116. Yes. I do support it. Any amount up to 25 per cent, may be lovied provided the 
millowners promise to utilise the benefits thus arising to the development of the industry 
and not to declare enormous dividends say about 15 to 20 per cent, of the share value at 
*ny time. 

(h) Other Suggestions 

116. Yes. I am in favour of this. Say up to 15 per cent. 

(a) The income of the cotton growers will not be ailectsd but on the other hand it 
will make them grow better cotton. 

( b ) The area will depend on the margin of the profits in cotton crops when compared 
to other crops. 

119. Yes. If they do so it will be a great boon to the industry. 

In this connection I wish to quote an example :— 

In Burma, Myingyan, Meiktilla and Pokakku are considered to be the best <o!ton 
growing districts. In Myingyan oity there are three big ginning factories. Just before 
the season begins these three firms form a u union and cover theirs vies in foffeign 
markets. They fix a price to purchase the seed cotton which price wiil allow a margin 
after deducting cost of production. At the end of the season we always find that they 
have done well. Once it so happened that one of these firms came out of the union 
and did business on its own. It was a loser. It learnt an experience and rejoined 
the union. 



266 


120. Not much. 

121. Yes. It would be better if certain mills specialised in certain counts of yam 
and some varieties of cloth. 

122. I do not know. 

123. Yes. I think so. 1 am sure the industry would be beneli ed by it. 

124. Not yet. 

125. I would attribute the cause for this depression to the items mentioned in answer 
to question 41. 

1. Bad and unskillful management by people who have very little knowledge of 
details—which if cared for would benefit the industry. 

2. Ignorance of the workmen, i.e., they are illit. rate, old fashioned and obstinate.. 

3. Too much favouritism and many mills having incapable officers at the head. 

4. Bari system of buying and selling and controlling the firms’ money. 

5. Speculation in shares. 

126. If the industry is to improve the following suggestions are helpful:— 

1. Greater co-op'ration. 

2. Standardization of materials. 

3. Better legislation safeguarding the industry. 

4. Ample facilities for technical education both for officers and workmen. 

For officers :— 

(a) Specialization. 

( b) Higher standard of education. 

(e) Employment of teachers in the institutes who have worked actually in mills in 
responsible posts. The present system of instruction from those who have 
not been a success in mills and are defective in the practical aspects iB to he 

condemned. 

( d) Better facilities for practical training in mills for pupils during their term at the 

institute. 

(e) A better recognition of technical training by the mill people—masters and 

owner . 

The present inst.tutes are defective in providing such training as will benefit the pupils. 
Both the systems of training and the recruitment of the staff arc useless. Consequently 
we find the majority of the boys after completing training fail to get jobs unless they 
have God-fathers and they k ave the line. 

For work mu :— 

{a) Instruction in night classes comprising (1) Reading and Writing, (2) Elementary 
calculations, (3) Simple applied mechanics and simple mechanics. 

(b) Demonstration classes out of mill hours. The best system will he to provide 
one such s chool in a place whete there arc a group of mills, and conduct classes 
in the morning for boys who generally work as half timers and at night for 
workmen. 

5. Better welfare works, such as hospitals, provident funds, long . ervioe benefits, 
better living accommodation, facilities for education and training in the industry. 

6. Encouraging co-operation of workmen, officers and owners by starting 
association ai d labour unions, conducted on a sound basis for the welfare of the workmen 
and the industry in particular. 

6. Avoiding unnecessary competition from importers by th~ imposition of a tax on 
all imports of yam and cloth that can be produced in India and oinotton exported to¬ 
other countries. 

7. Better supervision of auditors when certifying accounts in which there is much 
irregularity at present. 

8. Share holders must have a voice. 
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Witness No. 7i 
Mp. G. N. IYER 

Oral Evidence recorded at Bombay on the 27th August, 1926 

President .—The first question I should like to ask is about your personal 
experience. How long have you been connected with the cotton textile industry,, 
and in what oapacity? 

A. I have been in this industry for the last fifteen years. 

Q. Where did you obtain your experience? 

A. I obtained my experience at Madras, at Ahmedabad, Burma and Bombay. 
Q. What mills were you in Madras? 

A. I was in the Buckingham Mills. 

Q. How long? 

A. About three years. 

Q. And after that? 

A. Then I went to Ahmedabad, to the Saraspur mill. I was there for three- 
years and then I was in various other mills for a space of about seven years. 

Q. Which were they? 

A. I was in the Kalol Spinning and Weaving Company and then I was in the 
Ahmedabad Waste Cotton Mills and then I was in the Ahmedabad Guzerat 
Ginning and Spinning Co. Of course, I was deputed from the big mills to 
other mills to go and do some work there, but it is not very necessary to mention 
them just now. 

Q. What were you doing in Burma. 

A. I was in the Burma Spinning and Weaving Co- 
Q. Where? 

A. In' Myingyan. I was there for two years. 

Q. Then you came to Bombay? 

A. Yes. 

O How loner have you been connected with the Victoria Mills? 

A. For the last year. 

Q. Are the managing agents of the Victoria Mills in Ahmedabad? 

A. No, they are partners. Mr. Mehta is in Bombay and Mr. Mangaldas iB in 
Alunedabad. 

Q. The name of the managing agency is? 

A. MangaldaB Mehta & Co. 

Q. They have their headquarters in Ahmedabad? 

A. No, in Bombay. 

Q. How many looms and spindles are there in the Victoria Mills? 

A. We have got 30 thousand spindles and 550 looms. 

Q. You are in charge of the spinning department? 

A. Yes, Sir. 

Q. What is your salary? 

A. I am getting Re. 450. 

Q. You say that the working hours in the Native States are 12 and 14, and in 
some upcountry mills also. What are your grounds for that statement? 

A. There is a clear proof. In Indore perhaps after the recent strikes they have- 
reduced the hours to 10. 

Q. Indore is only one State? 

A. I was in Kalol which is in Baroda State. There we are allowed to work 
for 14 hours and the ginning factories are working for about 16 hours. 

Q. I am not referring to ginning. 

A. I am only speaking about the Factories Act in general. 

Q. How many years ago was that? 

A. It was in 1922. 

Q. I understood that Baroda had the same Factory Act as is in force in the 
British territory. Is that not so? 

A. No. 

Q. Is there a Factory Act in force in Baroda? 

A. There is a Factory Act in force, but it is not enforced strictly as it is in 
Bombay and Ahmedabad. 

Q. What do you mean by ‘ some parts of upcountry ’? 

A. Take for instance Jubbulpore where there are mills. There they are allowed 
to work more hours. 
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Q. Why? 

A. The mills work for their own benefit. Under the Factory Act, the hours 
are limited to 60 hours a week, but they do not show in the report that they are 
working for more than 10 hours. It is only when they are caught that there is 
trouble. 

Q. So the question is one of the administration of the Factory Act? 

A. Yes. 

Q. You do not mean that they are allowed by law to work for so many hours? 

A. No, I do not mean that. 

Q. How do you know that they are working those hours? Have you been in 
Jubbulpore? 

A. No. 

Q. Where did you get your information from? 

A. I heard it from a reliable source. 

Q. A ‘ reliable source ' is hardly sufficient evidence? 

A. What sort of ' reliable 1 will satisfy you? 

Q. 1 should be satisfied if you had been there yourself. 

A. No. Suppose our men are working there, some people whom we send there. 
If they say so, is not that enough proof? 

Q. Not unless they come here and state that it is their experience. 

A. Then the Board will not take anything. 

Q. They are not here to take hearsay evidence. 

A. All right, please yourself. I have no objection. 

Q. In answer to Question 8 you say the price of cloth is 200 per cent, less than 
during 1922. In that case the price of cloth would be less than nothing? What 
do you mean by saying that, the price of cloth is 200 per cent, less than it waB 
in 1922? 

A. The price of cloth at which we were selling has dropped. I will give you 
one instance. Now, we are selling cloth at about 11 annas a pound. It was 
costing Re. 1-8-0 and Bs. 2 during the war time... 

Q. I know the cost of cloth then and now. I am only disputing the correct¬ 
ness of your arithmetic. You say the price of cloth is 200 per cent, less than in 
1922. If the price of cloth has dropped 100 per cent, that reduces it to nothing. 

Mr. Subba Hao .—You meun it has fallen by two-thirds? 

A.—Yes. 

President .—We are trying to discuss this on the basis of the English language, 
and if the price of cloth has fallen by 200 per cent., it must he nothing. What 
you mean is that it has dropped 66 per cent.? 

A. Yes. 

Q. Do you make your calculations in your mill on this basis, on this sort of 
arithmetic? 

A. No. Take, for instance this number I have given you. It was fetching 
Rs. 2 per pound. Now it is not fetching even about 11 annas. 

Q. That is not a fall of 200 per cent.? 

A. It may be a mistake. 

Q. You wish to answer Question 11 orally? What further remark do you wish 
to make? 

A. I mentioned a few points there in Question 11. Now, if you want any 
points here I will speak about those points. That is why I say I want to speak 
orally. 

Q. Do so. 

A. The first point is the ignorance of the millowners to details inside the 
mills. In many cases you will find that after the old agents they leave the 
young sons of the millowners in charge. 

Q. Are you referring to Bombay or to Ahmedabad? 

A. I am referring to Ahmedabad, Bombay and other places where I have worked, 
and not only Bombay or Ahmedabad. 

Q. It is not much use making this general statement. Are you prepared to 
give specific instances of individual cases? It is no use making general state¬ 
ments of this kind. We have a number of such statements already on record. 

We have received a number of such charges against the millowners from various 

persons. General statements like this are of no use. We want definite instances 
in each case. Arc you prepared to mention the mills to which yon refer in all 
cases? 

A. Well, I will do it. Keep it out of the press. 

Q. You can write the names of the mills and hand them over to me. 

A, If these go to the notice of the public we shall get into trouble. 
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(A list of names of mills was then handed over to the President.) 

Take the first mill. There was a very able man in Ahmedabad managing this 
mill. After his death his son succeeded. He was also a good man, but after his 
death -the wife was managing the firm. She had a son and to-day he has taken 
up the agency. What has he done? He has managed it for about two years and 
found it has been a loss and consequently it has been given over on a certain com¬ 
mission basis to a third person who is not interested in the firm. Now, had he 
not given over this firm, had he managed it in his own family, or if the son was 
trained in the steps of his father and grand-father this firm would not have been 
in the state it is in to-day. So I put it down to ignorance of mills. I put it down 
to untrained sons coming up and the ignorance of millowners. What other point- 
do you -want? 

Q. Is there any other point on which you are in a position to give us informa¬ 
tion ? 

A. Do you want any special mills to be mentioned? 

Q. I understand that your remarks in reply to Question 11 apply to the three 
mills the names of which you have just given me. 

A. But every mill does not come under all these accusations. Many a time it 
has occurred like that. You can take it from my experience, from the mills I have 
worked in. The millowners in many cases do not know the internal difficulties. 
They are only catering for the markets and they want us to spin a certain count 
which the mill is not meant to spin, and they will make use of a certain amount 
of cotton that may not be fit for the counts required, and consequently the mill 
suffers a great loss. Now, what is that due to? It is due to the ignorance of the 
millowners. If they had known the details in the mills from the bottom to the 
top as they do in England this thing would never have occurred. 

Q. Does the managing director ra England know everything from top to bottom? 

A. Yes, they have been brought up in the industry. The same thing in regard 
to the third item. That is too much interference. This is specially common in 
Alirnedabad. The agents do not trust their masters. Even if there is a certain 
amount of machinery or whatever it may be, they want to know the technical 
details inside. They want, to know everything you do. Your practical ability is 
of no benefit. They ask us to keep the draft so much and to give a certain amount 
of fuse, to spin so many counts to make up a bundle, etc. It is too much 
interference. 

Q. The first complaint you make is ignorance of details, and now the second is 
that the managing agent endeavours to find out the details and that it involves 
unnecessary interference? 

A. Yes. It is in this way. I have no objection to an agent interfering in the 
details of the mill if he knows what he is doing. Whereas, if he does not know 
what he is doing and unnecessarily interferes it is ruining the whole thing. Of 
course the third thing is technical training. 

Q. What was -your own technical training, the training you received in the 
mill or elsewhere? 

A. In the Technical Institute at Alirnedabad, Banchodlal Chotalal Technical 
Institute, and above that I have passed the City and Guilds London Institute 
Examination through the 'International Correspondence School course and I have 
also been a member of the Textile Institute at Manchester. 

Q. You had some training in England? 

A. No. I had to pass certain examinations of the Institute and then I was 
enrolled as a member. 

Q. Do they hold these examinations in this country? 

A. Yes. Then, the Board of Directors have no, power and the agents do every¬ 
thing. In England the Board of Directors consists of various people who know 
the various mills and those who know the internal details, and they do everything, 
whereas in India it is quite the reverse. You will sec in many a mill that the 
Director of one mill will never visit that mill even for one year. The fifth item is 
favourites being brought into responsible positions and maintained at high salaries. 
That is common. Specially in Ahmedabad you will find that the officers drawing 
big salaries are relations of the agents in one way or the other. Those people 
might not have worked in any other mill or have had any experience. They are 
maintained there because they are relations and not because they are competent. 
And in Burma there is the national feeling. 

Q. How does that affect the industry? 

A. I am going to tell you how that affects the industry. There is only one 

mill in Burma. In that mill the directors want to engage only Burmans and 

they do not want to give any preference to Indians, and we have come to know 
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tliat Bunn ana cannot work this industry. This industry in Burma is in an infant 
stage and you find a report sent to the head office every day in which there are 
two volumes containing the number of Indians employed and the number of 
Bunnans employed, and if there is a vacancy they try their best to get in Buijnans. 
Whether they are competent or not does not matter. 

Q. That is a very small matter. There is only one small mill in Burma. 
That has nothing to do with the general depression in the industry. 

A. No. That is the first mill started in Burma. If that mill had done very 
well it would have given hopes to other people to start some other mills also. 

Raja Hari Kishan Kaul .—There are a certain number of Indians in this mill? 

A. Yes. 

Q. They are trying to put in Burmans where they can? 

A. Not where they can. Suppose one Indian goeB away. He was doing a 
certain job, as a jobber or fitter. He had been brought from India. Now they want 
a Barman in his place. Well, many a time you have found that he is not capable 
of doing that work, because a man who is required for that job must have some 
experience, must have worked in some mills before. They must have worked in 
mills for. 10 or 15 years before they can take up that responsibility. 

Q. If he is unfit, I suppose they will turn him out? 

A. They do not do that. 

Q. They will suffer? 

A. They do suffer. They have suffered. 

Q. It is a very small proportion? 

A. That is why I am going to say that. That is only in Burma. I am not 
.going to say that of India. The next- point is non-confidence in responsible officers, 
specially in upcountry mills. In Bombay it is in many ways better. They take 
our opinion. They pay us high salaries. In Ahmedabad and upcountry mills that 
is not the case. The officers are kept because the agents cannot do the internal 
work; they do not know much about machinery. But they do not place the least 
amount of confidence in their staff. Suppose there is a spinning master or a card¬ 
ing master who is mixing cotton. Unless you give him the cotton prices and yam 
prices at which you arc selling—he does not know whether the firm is losing or 
gaining—-how can he do the thing right? Suppose they give us information—that 
their cotton costs are so much, labour we can calculate very easily, but if we know 
what the cotton was costing or what they would sell tlicir yarn for we would know 
whether the mill is going to make a profit or not. Perhaps you may ask how we 
are interested. Of course I do not like that the mill should go down. Certainly 
then the agent will say that his master is not a good man. But if they show us 
how they stand every month then we can do something, we,can try to help them. 

President .—Your remarks under this head apply to Ahmedabad and to upcountry 
mills rather than to Bombay? 

A. More of it applies to Ahmedabad than to upcountry mills. 

Q. Your remarks, as I said, apply more to Ahmedabad and upcountry mills 
than they do to Bombay? 

A. Yes. 

Raja Hari Kishan Kaul .—How does it affect your ability to improve your outturn 
or to effect economies iu the cost) of production if you arc not told what the cost of 
the raw material or the selling price is. You have to try your best to improve 
the production? 

A. No, Sir. I will give you one general example which you can understand 
very easily. Suppose there is a certain amount of coal which can mix with a 

certain amount of some that you purchased at a different price. Suppose by 

burning that coal you get a certain percentage of power. You do not know at 
what price the coal was purchased at. 

Q. But you are not responsible for producing steam. You want steam at a 
certain pressure. You tell the Manager or the Agent. 

A. I am not going to speak of my section. Suppose there is a cotton which 
is producing about 17 per cent, loss in the whole mill, and there is another 
quality of cotton which will produce in the mill say 15 per cent, loss and it gives 
us better texture and other things. Suppose I knew the price of these two kinds 
of cotton—because we have to make these mixings. We use five or six kinds of 

cotton and make mixings. We want that mixing to be as cheap as possible. It 

must spin a certain amount of good yarn. If I knew the value of cotton, to get 
beneficial results I can adjust this mixing, to cost me less as well as to give me 
better results. 

Q. Is it not the business of the Manager or the Agent to see to these things? 

A. The Manager’s position is no better. I have also worked as an Assistant 
Manager. The Manager’s position is not different in Ahmedabad. Invariably a 
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•cotton spinner will be a manager or a weaver will be a manager. A manager there 
knows as little as a cotton spinner. The power of a manager in Bombay is quite 
•different from what it is there. The managers in Ahmedabad are only managers 
for the Factory Act and other things. 

Q. Really the Managing Agent is the manager? 

A. Yes. 

Q, Then it is his business? 

A. They are responsible for working. You should compare what material you 
get and what you turn out. The agents do not calculate all that. Whatever is 
the kind of cotton they want a certain production. 

Q. X won’t press that point further. ‘ The ryot does not now-a-days purchase 
to such an extent as he was doing before. He only meets his bare necessities ’ 
Have you got any figures to go upon ? 

A. No, I cannot provide you with facts and figures. 

Mr. Majmuiar. —Mr. Iyer, you have been saying that Ahmedabad millowners 
interfere to a very great extent in the internal working of the mills. 

A. Yes. 

Q. It is however the Ahmedabad mills that are making profits and the 
Bombay mills are not. The Ahmedabad millowners claim that it is because of 
their personal supervision that they are making profits and Bombay mills are not 
making profits because the managing agents are not exercising personal super¬ 
vision. What explanation have you to offer for this? 

A. As I proceed further you can know by the answers that I give to your 
questions. Ahmedabad mills make profits not because they give personal supervi¬ 
sion. There is a main feature why the Ahmedabad mills are making profits and 
it is, their cost of labour there is too cheap. 

Q. To what extent the costa of labour affect the matter we shall discuss later. 
We can leave that for the present. 

A. I cannot say that hecause of their interference the Ahmedabad millowners 
are making profits. Making profits does not mean that it is the result of 
interference. 

Q. It is said that in Ahmedabad also there are certain mills where the managing 
agents do not go into the details of the working of the mills; that they do not 
attend the mills and therefore the mills ate losing. Whereas in the case of those 
mills where the managing agents give personal attention to the internal working 
of the mills, they are doing very well. 

A. I do not believe it. 

Q. These are hard facts. May I know in what capacity you were working at 
the Buckingham Mill? 

A. As an assistant carder, and spinner. 

Q. And at the 8araspur Mills? 

A. Carder and spinner. 

Q. In full charge of the Department? 

Q' It 8 kalol? 

A. Carder and Bpinner. 

Q. And it was during your time that the Factory Act was violated at Kalol? 

A. I cannot say it was violated. It may be or many not be. 

Q. Did the mills you were working in, work the longer hours? 

A. They were working and we were getting holidays once in a fortnight and 
once in 60 hours. On new moon and full moon days we were getting holidays. 

President.—There is a Factory Act in force in Baroda. If you were actually 
working in that State, you must have been aware of the existence of the Act. 
Were you not? 

A. I do not know what Acts they have got. 

Q. Surely if you were in charge of the spinning department of the mill you must 
know whether the Factory Act was in force in Baroda State. 

A. It is not necessary. 

Q. It seems curious. 

Mr. Majmudar .—The spinning master is expected to know it. The weaving 
master, the engineer and all heads of departments are expected to know that the 
Factory Act is in force. If any prosecution takes place against the manager, the 
manager will cite the spinning master as the man responsible for the violation 
of the Act. 

A. Suppose you want the mill to work on a certain day. Do you mean to say 
that the spinning master will work his own department without the consent of 
the managing agents? 
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President. —The point is that, you, as a responsible officer of that mill, must 
have known what the Factory Act in force in Baroda was. 

A. I do not know, but we were working, that is a fact. 

Q. You were quite unaware whether there was a Factory Act in force in 
Baroda or not. 

A. Yes, I was quite unaware of it. 

Mr. Majmudar. —As regards the managing directors in England what sort of 
knowledge do they possess? Are they practical men or financial men or both? 

A. The Board of Directors consist of all sorts of men. 

Q. Can you give me any names? 

A. I have heard from people who have come from there. I have worked with 
European managers and they have told me this. 

Q. You know that in England spinning and weaving mills are separate from 
one another? 

A. 1 know that. 

Q. Whereas in India it is a different thing altogether? 

A. Yes, it is different. 

Q. And as a consequence if a managing director is to be kept, he will have to 
be an all round man who knows spinning, weaving, dyeing and everything. 

A. No, I do not mean to say that. I am not going to criticise the managing 
agent as he is. I do not think he can be master of all. What I mean to say is 
why should not the Board of Directors represent all these people? 

Q. There is a Board of Directors. 

A. It is only a nominal Board. What action does it take? 

President .—Where are you going to get your directors from? 

A. It is an internal concern between the agents. 

Q. You say that the Board of Directors should have the qualifications you 
mention. Where art you going to get directors from with these qualifications? * 
A. We can get them. How do they get them in England? Suppose a man 
has been a manager in a mill for about 20 or 25 years and if the mill pays a 
certain remuneration to him do you mpan to say he is going to refuse that job 
on the Board? His advice is certainly available. 

Mr. Majmudar. —Would not the manager be consulted by the Board of Directors 
as it'is constituted at present, on all technical details? 

A. He can be consulted. But only in rare cases he is consulted. 

V- So far as I know, it is the practice to consult the managers. 

A. Do you mean to say that the Board of Directors consults the manager? 

Q. Yes, the agents consult the managers and, if necessary, the managers are 
called to attend the meetings of the Board. 

A. In how many mills have you seen this? 

Q. Out of the 300 odd mills that exist in India may I know how many 
meetings of the Board of Directors you have attended? 

A. I have attended none. 

Q. Then how can you say anything without practical knowledge? What is 
the use of criticising when I know from personal experience that the managers 
are called by the Board of Directors for personal consultation whenever technical 
matters are discussed. 

A. The managing agents call them. 

Q. The managing agents and if necessary the Board of Directors. 

A. I am not referring to managing agents. How many Board of Directors 
call them? That is what I want to know. 

President. —It is not worth while pressing that point. 

Mr. Majmudar. —Do you do the mixing according to the quality of the cotton 
or the price of cotton? One cotton may have been purchased at a high cost and 
still the quality may be low and vice versa. If prices are given to you it may 
happen that you think that because, a certain cotton is low in price you will use 
it only as a lower cotton. As you are a responsible officer knowing and distin¬ 
guishing the qualities of cotton, I do not see the necessity of your knowing 
the price of cotton. It is for yon to find out the grades of cotton and grade them 
up as you receive them and then use them in the proper mixings. 

A. Yes. Take the other side of the question. Suppose in. a mill there are 
eight or nine varieties of cotton which are practically the same in staple and they 
are going to cost differently. Then,? 

Q. You say you do not know the price of cotton. So far as you are concerned 

the agents are putting down the mixings for you. 

A. No, no. The agents arc not putting down the mixings. 
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Q. So long as they are not putting them down for you and they allow you a 

free hand in putting down the mixings according to the staple, I do not see where 

your objection cornea in. 

A. If there are seven varieties of cotton costing differently and practically 

equal in staple and I use in- a certain month alt bales without knowing the cost, 

in one mixing, that is, on only one sort, then the production cost jumps up. 

Q. Are you referring to Ahmedabad practice or Bombay practice? 

A. Both practices. 

Q. In Ahmedabad do not the agents themselves put down the proportion of 
the mixings? 

A, In some they do and in some they do not. 

Q. If my information is correct, in 80 per cent, of the mills it is the practice 
to do so.. 

A. Yours is only information. I have worked there practically. 

Q. In the mills you served that was not the practice? 

A. No, in some mills it was not, specially in Saraswat mills. 

Q. Who were the agents? 

A. At that time, Manibhoy, Ickakabhoy and others. 

President .—In answer to Question 15, you say that medium counts imported 
from 16s to 40s compete directly with the production of Indian mills. Were any 
of the mills in which you were working manufacturing 40s counts? 

A. Yea, I am doing it in my mill now. 

Q. What cotton are you using? 

A. I am using African cotton. 

Q. Did you use Indian cotton in any of these mills for countB over 30s? 

A. For counts about 36s I have used it. 

Q. Indian cotton? 

A. Yes. 

Q. Which cotton? 

A. Tinnevellies and Cambodia. 

Q. In answer to Questions 20, 21 and 22 you say you accept the figures there 


Q. What grounds have you got for accepting them? Have you worked them 
yourself? 

A. No, but the Millowners have worked them out. 

Q. They did not work them out. 

A. Then how did they get these figures? 

Q. They did not supply these figures at all. They were given in the 
questionnaire. 

A. I accept them. 

jQ. What are your grounds for accepting them? 

A. My grounds are, that I think that it is so. That is all. 

Q. Have you the slightest knowledge of the subject at all? Have you any 
authority whatever for accepting those figures? 

A. The only authority that I can give is that I have read some journals and 
other books and from them I think I can accept them. 

Q. But does that make your opinion on the subject worth anything? 

A. Then omit it. 

Q. Your information is merely based on the fact that the figures are men¬ 
tioned here. What the Board wanted was some definite information from 
somebody who is in a position to give it. 

A. I cannot give you any definite information about it. 

Q. Then you say in answer to Question 31 that the * the foreigners study our 
market and supply our needs better.' If they do it, do they not deserve to succeed? 

A. Yes, that is one thing; then what about our industry?! 

Q. Is it not the business of your industry to wake up and Btudy the market 

and supply the need "better? 

A. It is quite true, we can wake up, but if we are going to wait till we wake 
up, we are going to sleep for ever. 

Q. In answer to Question 33 yon say ' Take for instance unbleached jin ’. 
What do you mean by * unbleached jin '? 

A. It is thick coating cloth, something like drill. 

Raja Hart Kishan Kaul .—T presume you have got no rates in reply to Question 

17. You say such and such counts sepecially the following counts. You say 

they are selling below cost price. Can you give the rates? 

A. Yes, I wUl give you the rates. 20s single at the present market rate, we 
can get at Be. 0-10-6 a lb. of the Japanese yarn, 
p i 422—18 
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Mr. Mujmudar .—Since when? 

A. Since about a month. We can produce it at this cost. 

Q. What do they quote per bale? 

A. I do not know that. 

Q. Their quotations are generally in bales. 

A. But I know in the market we can purchase it at bo much per lb. 

Q. That is not what the Japanese sell at? 

A. That is the Japanese yam. 

Q. Do the merchants quote that price for Japanese yarn? 

A. Yes. 

liaja Hari Ktshan Kaul. —And for Indian yam? 

A. Indian yarn we have to sell at that price. But we cannot afford to sell at 
that pnce. 

Q. What is your cost? 

A. It is not worth while to sell anything below 12 annas. 

Q. Twelve aunas includes your profit? 

A. Yes, half an anna profit per lb. 

Q. That is your cost is 0-11-6? 

A. Yes. 

Q. A difference of one anna per lb. 

A. Yes. 

Q. Assuming that the price is 0-20-6, you say that is what the merchants quote. 
It is not based on any quotation of the Japanese. 

A. No. 

Q. And what is the rate for 40s? 

A. 10-0 per lb. 

Q. That is thd Japanese quotation? 

A. Yes. 

Q. And for Indian yarn? 

A. It does not pay us to spin 40s from American cotton, but we are doing it 
for less than Rs. 1-2-0. 

Q. And double 40s? 

A. I think we can get Japanese for Hs. 1-5-0. 

Q. And Indian? 

A. We can get this for Rs. 1-3-0, 

Q. Yon can make it? 

A. We cannot make it. 

Q. You are selling it at Rs. 1-3 0? 

A. Yes, but we cannot afford to sell. 

Q. Are you selling at a loss? 

A. Yes, if it is Rs. 1-5-6 it meets oar cost. 

Q. But you cannot compete at that price? 

A. No, we cannot compete. 

Mr. Subba Rao .—Is your quality lower? 

A. Yes, a bit lower. 


Mr.Majmudar.~hx answer to Question 15 you say "1 am not very well 
acquainted with the particular varieties of cloth.” And in answer to Question 24 
you say the imported Japanese goods do not compete with English goods they 

*i 6 wt* 'l ercrt VMle ‘y- ^ y° u are not acquainted with the particular varieties 
of cloth, how can yoa pronounce an opinion about the competition? 

A. In Question 15 the Board wants me to state the different counts in which 
there 18 competition and the varieties of cloth in which there is competition. I have 
got figures for the cotton, that is for yam. But I do not know about cloth. 

A Piecegoods U * 9tl0a 24 d ° y ° U reffir *° ? D ° you refer to cloth or y*n>? 

Q. Therefore you give your opinion about competition in piecegoods although 
yoa say m reply to Question 16 that you know nothing about it. Once you sav 
thaK you are not acquainted with the particular varieties of cloth and here von pro 
nounc* an opinion about the competition of the very 1 cloth about which you sav 
you do not know very much. J 

t' wi, q '!L te dlffe, . ent - The ™ ‘hey w *nt nic to mention specially about 
some cloth. Here they want a general.opinion. y * 

Prssidsnf.—But your general opinion must be based on your acquaintance with 

Vn°ir C L 0Ul ^ H0W K Can y ° U ,.l ay that ' m P°rtcd Japanese goc!d, do not com- 
pete with English goods when yon know nothing about either of them? You say 
in reply to Question 16 that yon are not woll acquainted with the particular vajictifl* 
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of cloth. If you know nothing about the cloth, how can you say whab competition 
there is between them. 

A. I have stated here that I am not very well acquainted with the particular 
varieties of cloth. As it is 'I have given in answer to this question something in 
general fawn 20s to 40s. That would be a general answer. I have said here that 
I cannot quote for particular varieties definitely but certainly even as a laymen 
you can very well find out whether the Japanese goods are there or English goods 
are there and whether ods competes with the other. That does not want you to 
have sjrecial knowledge. I am saying technically particular varieties, jean or drill 
or dhoties. 

Mr. Majmudar .—Ton know the costings of cloth. 

A.—No. 

Q. You do not know the particular quality of cloth, you do not know the costings 
of cloth and still you say, you can say immediately aB«to whether Japanese cloth 
will oust the Indian cloth or not. 

A. But I know generally at what prices we are selling cloth in our mill. 

President .—In reply to Section HI, Question 35, you say “ the following vices 
exist:—(6) Ruination of industry by deceiving customers.” Do you mean that the 
mills deceive their customers or the customers deceive the mill? 

A. The mills deceive their customers. 

Q. In what way? 

A. Suppose we hove got an order for preparing 82s of certain amount of bales. 
Instead of preparing 32s supposing an agent gives you an order to prepare only 30 b 
and make it 32s, it is deceiving customers. And once the merchants find it out, it 
is ruinous to your business. 

Q. I quite agree. But is this practice common? 

A. They must not do it. 

Q. I quite agree, but is it common? 

A. Yes, it is common. 

Q. In Ahmedabad or Bombay? 

A. In Ahmedabad in cloth the specification is so many picks and reeds. In many 
a mill you will find as the variety goes out and is consumed in the market they 
reduce it one pick. Also when you use a certain count in a cloth—generally the price 
is based on that instead of 18s or 26s they will tell the Bpinner to go two connts 
finer in weft, and they want to catch up this loss in Bize. That is bad for the 
customer and once the customer knows it he will not purchase it again. 

Q. He goes to some other mill I presume? 

A. Or bnys some foreign imports. 

Q. In your answer to Question 38, you say “ I do not fear the competition of 
the handloom industry in India provided they give up using foreign yarn." But 
why should they give up foreign yarn? If they can get the yam they want at the 
prices at which they want it why should they give up using it? 

A. Well, to encourago our own industry they must give up. 

Q. Are you prepared to give up all European goods? 

A. Yes, if our industries are helped, I would give up. 

Raja Harikishan Haul.—-In answer to Question 85, you have given various items— 
long hours, ruination of machinery, etc. Do you mind explaining them? You say 
there is the ruination of the machinery. What is the reason for the ruination of the 
machinery? 

A. Ruination of the machinery comes from one main thing; the non-supply of 
spare parts. Now generally that is the case in Ahmedabad. It is very common 
specially now-a-days in Indian mills. 

Q. You are making a general insinuation against all upcountry mills. 

A. Yes. 

Q. Do you mean to say that in all upcountry mills they do not supply spare 
larts? 

A. The majority of the mills. I am not going to say they do not supply them, but 
lot to the extent required. 

Q. Are your remarks confined to Ahmedabad or do they apply to upcountry mills 
s well? 

A. Upcountry and Ahmedabad and some of the Bombay mills also. 

President .—Which Bombay mills are you referring to? Please write them down. 

Raja Harikishan Kaul .—Leaving the Bombay mills, alone there were 250 mills in 
India and you say the majority of these mills do not provide sufficient spare parts 
and consequently the machinery goes to ruin? 

A. Yes. 

Xj y 422—18a 
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Q. About how many mills does youl experience cover? About how many mills 
do you actually know? 

A. As far as Ahmedabad is concerned, I have seen not loss than about 40 mills. 

Q. Whoa wag that? 

A. When I was there. Even during the war time. 

Q. Four or five years ago. 

A. Yes. 

Q. How about to-day? 

A. To-day, I know because I have been there twice. 

Q. I just want to know what the value of your statement is, what value, we are 
to attach to it. How many mills have you seen recently? 

A. I have seen about 8 mills. I could only visit that much when I was in 
Ahmedabad last year. 

Q. Eight in Ahmedabad? 

A. And two in Indore and one in Jubbulpore. Three in Calcutta, one at Jal- 
gaon,—all these I know personally. 

Q. About 15 mills you know personally? 

A. Yes. 

Q. Out of 260? 

A. Yes. 

Q. And on the basis of that you say the “ majority of tbe mills ”? 

A. No, you cannot calculate at all on that basis. I mean to say majority of 
the mills, because wc have got friends who are working in other mills. 

Q. The rest of your information is based on hearsay? 

A. Yes. 

Q. Then you talk of waste of energy in working? 

A. Supposing these millowners could use some machinery in places; where they 
are necessary, where wc could reduce the number of workmen, well, they can save 
so much money. 

Q. Can you give some examples? 

A. Specially in the mixing room for instance where there are seven to eight men 
employed in every mill, generally where hand mixing is dono; whereaB if you put 
a machinery there you need employ only two men. 

Q. What does the installation cost? 

A. It may cost about 8,000 to 4,000 rupeeB. 

Q. Have you worked out the comparative cost? 

A Yes. I think it is very much cheaper if capital is available. 

Q. It is not a question of capital being available. 

A. In tbe long run they would bo the losers. They did not do it till to-day when 
capital was available. 

Q. Yon say that if these upcountry mills do not get over these vices that you 
mention, they will have very soon to shut up? 

A. Yes. 

Q. Yon advise them therefore to do it now when they are making very little 
profits or no profits? 

A. Yes. Here is a statement I have made from the balance sheet. There were 
times when this mill made , high amounts of profit, and you will find the stores 
consumed there are practically the same. Even in the boom they did not spend. 
After the boom also they do not spend. 

Q. I thought we were talking of the mixing machinery? 

A. Yes, Sir, it is the same tiling. 

Q. Next you come to production. You want as much production as possiblo. 

A. Yes. 

Q. Is that a defect? 

A. Yes, suppose your machinery is doing a certain production in certain counts. 
You have found it out that it will stay for about six months. Now that means to 
show that for working six months you can give a good allowance for various things. 
Now, you want more production in the machinery. You cannot increase it in any 
other way . J 

Q. You cannot increase the production by mixing? 

A. It is not a question of mixing. Then they tell us to speed it up. Speeding 
up the machinery means its ruin. 6 

Q- You mean to say that the upcountry mills have a certain amount of advantage 
but it is a temporary one and they are going to lose it. You say under Question 35 
“ though the extension of mills in upcountry centres has affected the prosperity of 

mills in Bombay I am glad that this has facilitated the industry in general . 

but it must at the same time be remembered that if certain quick alteratiquaV™ 
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not made in upcountfy mills the industry is sure to deteriorate.” It is a sort of 
disadvantage? 

A. The advantages overweight the disadvantages they get. 

Q. Those which the upcountry mills have got are only temporary, and they are 
losing them? 

A. Yes, generally losing. 

Mr. Majmudar. —Mr. Iyer could you give us a specification of the mixing machinery 
that you are referring to? also an idea of the initial cost, of the horse power that 
it would consume, and, the saving that could be effected in men? 

A. If you want I shall calculate and send it. 

Q. Yes, because that will enablei us to find out how far the various mills have 
neglected to put in the necessary machinery. 

A. I have got in my mill a machinery like that and I will give you the particulars, 

Q. And the saving you can make in labour. 

A. Yes I will send it to you. 

Q. Also please mention the power needed for running the machinery. 

A. Do you want the general horse-power? 

Q. Yes, we shall be able to calculate from that what it costs to run a machine 
for the whole month. 

A. But practically you can take the horse-power as negligible in a big mill. 

Q. If everything is taken as negligible no engine will be necessary. What do you 
mean by “ greediness for production ”? 

A. There are many people who want much more than the machinery can produce 
under normal conditions. 

Q. You mean that when the prsduction of the spindle should be 100 they want 

110 . 

A, Yes, they want it. 

Q. Then you mention that they sell yarn as 32s and actually spin 30s. But for 
32s they have to give 32 knots. How do they manage it? By short reeling. 

A. Yes, short reeling. 

Q. Is that the Bombay practice also? 

A. Very small in Bombay. It applies to the major portion of the mills in 
Ahmedabad. 

President .—Coming to Section FV, Mill Management, you say as far as I can 
gather, Mr. Iyer, that all the systems under which the mills obtain their remunera¬ 
tion are defective. What system do you advocate? 

A. Except this. 

Q. Except which? 

A. A, B and C are defective. 

Q. You object to a percentage commission on purchase and sales; you object 
to a percentage on production and you object to a percentage on profit. What ByBtem 
of remuneration do you advocate? 

A. A, B and E are defective. 

Q. Your evidence has been sent up in such a way that it is difficult' to avoid 
making mistakes. If you go before another committee, I hope yon will send in a 
properly typed copy which will not give so much trouble. You advocate a commission 
ion profits? 

A. Yes. 

Q. It is the usual system in Bombay. 

A. No, it is not the usual system. 

Q. Not the usual system in Bombay? 

Mr. Subba Rao .—Barring seven mills. 

A. You were told so? 

President .—The information is available from any balance sheet. The balance 
sheets of 82 mills can be examined. 

A. Instead of that examination if you had examined the contracts of the mill- 
owners with the mills then you could have known it much better. Every millowner 
lias got a contract with the firm giving out the terms on which he is going to manage 
the mill. If you had just seen that, it would have told you all about it. 

Q. What do you mean ? 

A. Before an agent takes up a concern or starts it he makes a contract with the 
Board of Directors. There it is specified that he has to get so much commission. If 
you had seen it would have given you a different idea. Balance sheets will not give 
you that information. 

Q. This statement is made by the millowners. Do you think they would give 
us a wrong information on such a point? 

A. If you want to believe them I have no objection. 
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Q. It is not a question of our wanting to believe. It is a question of probability. 
I can have the managing agency agreements examined and find out exactly what 
the terms are. The millowners know that. They will be quite prepared to send 
the whole of the 82 agreements and they know that I can examine them. And if 
they make a statement of that kind, and the examination does not bear it out, well 
the results are obvious. 

A. Yon are to judge. If you say it satisfies you, I do not say anything more. 

Q. If you say that that is not the system prevalent in Bombay will you furnish 
me with the names of 42 mills in which it is not the system. You say the majority 
of the mills in Bombay do not adopt the system of commission on profits. 

A. I am not going to say only about Bombay. 

Q. We were talking about Bombay. 

A. I do not say for Bombay. The majority of the mills. You may have 
misunderstood me. 

Q. But that was what you said a few minutes ago. However if it is a mistake, 
well and good. If that statement was made in the hurry of the moment well 
and good. The point was that the system of commission on profits is the most 
common in Bombay. Do you agree to that? 

A. Yes, I agree to that. 

Q. In regard to Ahmedabad, I understand that commission on Bales is the 
more common, in fact almost universal. Is that so as far as your experience 
goes ? 

A. That is of course commou. They also get a certain percentage on purchases 
and sales say I/8th per cent. 

Q. On all purchases? 

A. Yes. 

Q. That is common jin Ahmedabad? 

A. Yes, and in some mills they got a certain amount for travelling allowances, 
etc. 

Mr. Subba Rao — What are the monopolies you speak of? 

A. What I can say about monopoly is this : For instance take purchase. Now 
they may purchase it from people that they may favour and pay a better rate 
than what they can get it for in the market. If you can examine all the agree¬ 
ments they have got with the firms you will know what are these items. 

President .—In answer to Question 44, you say it is common for the resources 
of one firm to be invested in another. 

A. Yes. 

Q. Are you referring to Bombay or Ahmedabad? 

A. Both. 

Q. Can you give any instances in Bombay? 

A. Yes. 

Q. Write it down please. 

(The-witnesB then wrote down a name and handed it over to the President). 

Q. Thank you, Mr. Iyer; but this is only one instance. 

A. In Bombay I cannot quote more. 

Q. You said in Ahmedabad and Bombay it is common. But this is only one 
instance. Can you call that common? It is no good bringing these reckless allega¬ 
tions if you cannot substantiate them. If you can only give one instance you 
cannot call that common. There are 82 mills in Bombay. You give me only one 
instance. Can you call that a common practice? Can you give more instances? 

A. I will write them down. 

(The witness handed over a list of names to the President). 

Q. That only brings the total number to four, and I do not know whether all 
of them come within our definition. But I will have the matter looked into. 

Raja Harikishan Haul .—Do you consider the suggestion made in the last para¬ 
graph of your answer to Question 41 practical? You suggest that the Board should 
meet once a week and discuss and decide all matters concerning the firm, and 
that the agents power must be limited and that nothing must be done without 
their approval. What about finance? 

A. The managing agents as well as the shareholders finance the mill industry 
now. 

President —But have not the shareholders power to elect the Board of 

Directors ? 

A. The agent acts as he pleases without consulting the Board. Take for 

instance the Board meetings. How many Board meetings do they have and 

what are all the subjects brought up and discussed at their meetings. 
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Mr. Majmudar. —Can't the shareholders appoint new directbra at the next election? 

A. But the; will have to wait for one year more. 

Q. Whose mistake is it? Do you know in certain cases the agents find it 
difficult to form a quorum? If the shareholders do not take interest, is. it the 
mistake of the agents or of the shareholders? If the‘shareholders take interests 
in their own concerns, is it not possible for them to put in any director they 
like? 

A. There is a law no doubt that they can do it. But they do not do it. 

President .—Whose fault is it then? 

A. Why do they do it in other concerns? What about these banks. How can 
they get a quorum and a mill cannot get it? 

Q. If the shareholders take un interest in the concern, a sufficient number of 
them turn up to form a quorum. 

Raja Harikishan Haul .—Is your suggestion practical? 

A. Yes. 

Q. Will a mill agent agree to finance a mill on the understanding that he 
will have absolutely no power and he cannot do anything without the Board? 

A. The fact is this. These experiments had not been tried. In one case it 
has been tried and it has been proved practical. That was in Burma. This 
experiment, was tried. It was a certain managing agent who financed but tha 
Board had to decide everything. 

Q. You must give the example of a mill which is working properly. 

A. There are no mills in Bombay and Ahmedabad. 

Q. Not one working properly. 

A. Working properly, but not on this basis. But as for the system being 
possible, it is possible. 

Q. It has not been tried auywhere? 

A. No, in one place it was tried and it succeeded, 

Q. But the mill failed? 

A. The mill failed for some other reasons, not for this. 

Mr. Majumdar .—In reply to Question 40, you say that further economies are 
possible. Which mills are you referring to? 

A. I can say generally of the mills, or you can take for example the mills 
where I have worked. 

Q. How many mills have you worked in during the laBt three years? 

A. Three mills. 

Q. One year in each mill? 

A. No, I have been over two years in Bombay and just before that I was in a 
mill. 

Q. In all the mills that you have gone to, you have made economies? 

A. YeB. 

Q. To what extent did you economise there? 

A. You. want the percentage? 

Q. A rough idea. 

A. About 10 per cent. 

Q. In what? 

A. In the use of stores and labour. 

President .—We would like to have full details as to how economies can be 
effected to the extent of 10 per cent, in the spinning department. If this could 
be done, our labonrs would come to a successful conclusion. 

A. I will write to you later. 

Mr. Majmudar .—With reference to the Board of Directors you are saying that 
it must be a representative body of shareholders, capitalists and workers. Do you 
mean that the workers must be put in as Directors? 

A. Yes, certainly; they must have a representative there. 

Q. The people who you say are incompetent? In one place you Bay they arc 
incompetent and in another you want them to go on the Board of Directors. 

A. Yes, they will have to represent their interests. 

Q. I see, it is from that point of view you want them. 

A. Yes, suppose the Board of Directors decides on doing something. That is, 
cutting down wages or lessening the number of workmen. From the workmen's 
point of view they must have a Bay in it, before the Board comes to a decision. 

President .—Can they not have their say without being represented on the Board 
of Directors 1 

A. The Board's decision will be carried out and they can have their say only 
when there is a strike. If there is no strike no one will consider their grievances 



Mr. Majmudar .—Is it the only purpose for which yon want the workers on the 
Board? I thought you wanted them also ior giving advice or guidance to the 
Board. 

A. Yes. 

Q. In answer to Question 43 you say ‘ I came to know that the chairman of 

the Directors was touring apparently collecting shares.’ Will you please 

give us the name of the mill, and the name of the Director if you can? 

A. When I give you the name of the mill you can know the name of the 
Director. I will give (you. 

(The name of the mill and the Director was written and handed over to the 
Board). 

President .—With regard to your answer to Question 61, what do you mean by 
saying ' many bogus firms being started.' Are you referring to bogus mills or 
bogus firms? 

A. Mills as well as some firms. 

Q. What bogus mills have been started in recent years? 

A. Mills have been started. Certain mills have been started and shareholders’ 
capital has been involved and after a certain amount of time they did not work 
and they have had to wind up. Consequently shareholders do not want to invest 
money on mills that are newly started. 

Q. Can you give us somo instances? 

A. Just now I cannot do so but I will send them later on. 

Q. You say in India money is borrowed from 9 to 20 per cent. But surely no 
mills have to pay 20 por cent, for their money. 

A. They were borrowing in Burma at that rate. 

Q. If you were to leave Burma entirely out of the question, we might get on a 
little faster. Experience of mills in Burma is of no use to us whatever. We 
are here to deal with 336 mills in India. We cannot draw any inference from 
what happened in one mill in Burma. 

A. If you want instances of money being borrowed at the rate of from 9 to 
12 per cent., I can give them for India. 

Baja Harikishan Kaul .—In what respects are Bombay mills at a disadvantage 
in respect of fuel? They are using electric power. Most of them. 

A. The electric cost comes to much more than the cost of the coal consumed. 

In Bombay if you will take a mill which is working with coal and a mill which 

is using electricity you will find that in the mill where they are using coal the 

coat is less than what it is for power, oil, fuel, crude oil and electricity. 

Q. Can you give us the figures for the three? 

A. I will send them, if you want them. 

President .—Why have the mills gone over to electrioity if it is dearer than 
coal ? 

A. They do not go now. They went for it before thinking that it would pay 
them. 

Baja Harikishan Kaul .—In answer to Question 59, you say that ' In upcountry 
mills where it is hot, the humidifiers can maintain a low temperature at a very 
slight cost Can you give some idea of the cost? 

A. I shall send it 'to you. 

Mr. Majmudar .—When you say that those mills which are burning fuel arc 
better than those using electricity, are you comparing a mill in Ahmedabad with a 
mill in Bombay. 

A. A mill in Bombay and a mill in Bombay; two mills in Bombay. 

Q. Are you making a comparison with the cost in a mill where a new engine 
is installed or where the old engine is running? Have you taken into account the 
interest and depreciation charges due to the cost of replacing the engine at 
present cost? 

A. With an old engine and not a new engine. 

Q. Have you got complete details of the cogts? 

A. Yes, I will give them you. 

President .—Then in answer to Question 62 you say that ‘ the mills pay about 
Rs. 10 to Rs. 20 a bale more for cotton than the Japanese do.’ The Millowncrs’ 
Association said that they were unaware that they were paying more. 

A. It is not a very common practice in Bombay. But it is common in up- 
country and in Ahmedabad. 




Raja Hdrikishan Haul .—I thought they were paying less being nearer the cotton 
market. 

A. What I say is this. The cotton that is purchased in the mill is debited to 
the mill account. That is what is prevailing in the market in that country. 
Suppose I am speaking of Jubbulpore. They pay 10 to 12 rupees more and they 
debit this to the mill account, what they purchase in the market. 

Q. At Jubbulpore where there is an upcountry mill it purchases cotton in the 
local villages or in the local market and the cost of landing that cotton at the 
mill is greater than the cost of cotton purchased upcountry and railed down to 

Bombay ready for shipment to foreign countries? Do you mean to say that the 

price in the latter case is less? What is the margin? 

A. The margin I am speaking of is between that at which you can get it ready 

on that date in the market and that at which it is booked to the firm. 

Q. If a purchase is made and 10 to 20 rupees are added to the price, it may 
not be profitable at all. But the question is different? 

President .—You say the continuity of work in Bombay is much more satisfactory. 
But we have been told that there is a much more permanent labour population in 
Ahmedabad than there is in Bombay. Is that not your experience? 

A. No. 

Q. You say that labour comes and goes more frequently in Ahmedabad than 
in Bombay. 

A. Yes. 

Q. If that is so how is it that the percentage of absenteeism is so much less? 
Yon do not agree with the Labour Office figures? 

A. No, I do not agree with the labour figures supplied for Ahmedabad. 

Q. You do not accept those for Bombay either? 

A. No. 

Q. Why do you disagree. What are your figures based on? 

A. My figures are based on the number of workmen employed and the absentees 
daily. 

Q. The absenteeism in your mill is only 5 to 10 per cent. That is very much 
lower than the average for Bombay generally? 

A. Yes. 

Q. This is based on the experience of your mill and the mills in which you 
worked? 

A. Yes. 

Q. The Labour Office figures are based on the detailed returns supplied by all 
the mills. 

A. Perhaps those figures may give a better idea than what an individual mill 
can do. 

Raja Harikislian Kaul.- la that 35- per cent, also based on figures of one 
individual mill? Which mill is it? ,1s it in Burma or Jubbulpore? 

A. It is in Kulol. 

President .—You say you want to say something more about technical education. 
■If you let us have - your views very shortly as time is getting on, we shall he 
glad. What do you wish to say? 

A. Technical education as it exists in India at present in the textile industry 
is not on a sound basis. I want to say two things. That is in regard to the 
system adopted in the textile institutes as well as the recruitment of officers. 
With regard to the recruitment of teachers in Technical Institute, I may say 
that all the teachers are men who have just come fresh from the Institute and 
not men who have worked in any mills for a long time or even in any decent 
capacity. Consequently we find that they cannot impart practical education so 
well as theoretical education and when these students go out of the Institute they 
find they cannot get any good employment in mills. So what I would advise is, 
to recruit teachers who have got long experience in the industries as well as 
those who have had technical education rather than taking teachers from their own 
staff. And I would also say that more Technical Institutes should be started than 
are available in India. And also the education itself that is imparted in the 
Institute is defective. In the Victoria Jubilee Institute which is one of the best 
Technical Institutes, they give only 6 months’ training at the end of 3J years. 
Instead of that if in each year they devoted a portion or at least three months to 
the practical side of it and made their students work in the mills, then they would 
get better education. What happens in this case is in the first year they have got 
a certain course, in the second year a certain course, in the third year a certain 
course. It is taken as if it is University education. They study according to the 
syllabus in the first year and in the next year generally they forget what they 



have studied in the first year and in the third year it is the same thing. Con¬ 
sequently when the students come out, even if they get employment, it takes them 
a very long time to pick up all these things. 

Raja Harikishan Kaul .—Did you introduce the bonus system in your mills? 

is an improvement. 

A. Yes. 

Q. Can you give us some idea of the improvement? Some figures? 

A. Yes, you can compare it. As the President has said, the general absentee¬ 
ism in Bombay is greater than what I have in my mill. 

Q. We cannot base our conclusions on the figures of one mill. 

A. That is what I say. I have made this improvement. 

Q. What was the absenteeism before the introduction of the improvement and 
what is the figure after introduction? 

A. I will send you the figure. 

Q. Can you give the figures of wages of other industries in Bombay? 

A. I cannot give them. 

Q. With regard to Question 77, you say you “ accept this opinion as far as 
upcountry and Ahmedabad mills are concerned but not Bombay.” 

A. No. 

Q. Why? 

A. Because in Bombay other industries pay as much as the textile industry. 

Q. How much do they pay? How did you arrive at that conclusion? 

A. Generally Bpeaking the pay of a mill hand is Rb. 27. I am speaking of the 
spinning department. In Bombay even domestic servants get their food and Rs. 15. 

Q. It does not come to Rs. 27. 

A. What about food? 

Q. Food does not come to Rs. 12. 

A. It comes to Rs. 12. A man cannot get bis food for less than Rs. 10. 

Q. Still it is less than Rs. 27. 

A. It may be a rupee or two less. 

Q. What about the weavers? 

A. Of coarse the weavers get a better wage. They get about Rb. 40 to 45. 

Q. Can you give any definite figures? 

A. No. 

Q. As for household servants, that is not a regular industry. 

A. You can gauge'from what even municipal coolies are paid. 

Q. What are they paid? 

A. I do not think they are paid less than Rs. 23. Bven the scavangers get 
Rs. 18 plus Rs. 5. 

Q. It is leas than Rs. 27. 

A. What work do they do and what work do the mill people do? 

Q. We pay chaprasis Rs. 20. 

A. What is the kind of work they do? 

Mr, Subba Rao .—You say in Madras the bonus system has been found successful. 
You say again in Madras the daily absenteeism comes to 10 to 15 per cent. That 
is more than Bombay. It doeB not look as though the bonus system has been 
helpful. 

A. The bonus system has helped much. In Bombay there is a more permanent 
population of labour than there is in Madras. So if we had no bonns system in 
Madras then it would have been worse than 15 per cent. 

Q. In answer to Question 78, I BUspect you have not quite understood the ques¬ 
tion. You say the turnover is 75 to 85 per cent. What do yon mean thereby? 
You mean the number of people to turn out a certain amount of work? 

A. Yes. 

Q. The question is how many people remain in the factory and how many leave 
and so on. 

A. Yes I have misunderstood the question. 

Mr. Majmuiar .—Are there many mills round about your mill ? 

Q. How many? 

A. About six. 

Q. Is it not due to location that the attendance is good in vour faciorv ,, 

A. No. ‘ 

Q. Since when did you introduce the bonus system in your mill? 

A. For over eight months. 

Q. Before that the attendance was poor. 

A. Yes, poor. 



Q. To what extent did the improvement take place? Can yon send the figure* 
aiterwards? 

A. Yes. 

President .—You say that labour in Ahmedabad is much cheaper than in Bombay. 
Can you give us some figures in regard to that? According to the Labour Office 
there is very little difference between them. 

A. I will give you figures—the wages we pay here and the wages we pay there 
!<pr a mill of 30,000 spindles, I will give figures showing our wages amount to and 
what their wages amount to. 

Q. And also wages per head so that we can Bee what difference there is. 

A. The cost of production for 100 lbs. in my mill comes to Bs. 10-8-0 whereas 
in Ahmedabad it comes to Rs. 7-8-0. Where they have the same counts in the same 
mill the difference is about Rs. 2 to 3 per 100 lbs. But of course in Ahmedabad 
they may engage a few more men. They engage generally more men than what we 
do here. Of course they may pay a little more wages there. But generally speaking 
the cost of production there is much less than what it is in Bombay. 

Mr. Majmudar .—Do they engage more men? 

A. Not to such an extent. If one workman in Bombay is paid Rs. 30, in Ahmed¬ 
abad they pay Rs. 20. There is a saving. 

President .—The only question I want to ask you about remedial measures is in 
regard to Question 116. You say that you are in favour of an import duty of 25 
per cent. ? 

A. Any amount up to 25 per cent. 

Q. “ Provided the millowners promise to utilise the benefit thus arising to the 
benefit of the industry ”? In what way? 

A. That is, they must have depreciation funds enough and also they must not 
declare big dividends. 

Q. How is that to bo stopped? You want to have an Act? 

A. Yes, have an Act. 

Q. I do not know whether the millowners would relish more legislation from 
what they told us yesterday. 

Raja Hari Kishan Kaul .—In answer to Question 103 you say “ as I think that 
India can very well consume its mill prodnee one need not care bo much for overseas.” 
Is this not why you have not the foreign market, trying to be self sufficient and not 
looking after foreign markets? 

A. Why should we care for foreign markets when our markets themselves can 
consume the yam? 

Q. You want to confine your attention to this country and not pay attention to 
toreign markets? 

A.—When we can supply our own markets better why should we care for other 
markets? 

Q. That is the policy which you advocate? 

A. Yes, Sir. • 

Q. In regard to Question 106 you say 11 certainly prices will rise on the goods 
on; which duty is imposed to such an extent that foreign goods will be able to sell 
in the market. You mean to say that the prices will rise to the level at which 
the foreign importers will he able to sell cloth? 

A. No, if the import duty goes up the foreign cloth will have to be sold at a 
certain price. It will be higher. 

Q. Up to the limit of 13 per cent. ? 

A. Yes. The consumer does not like to pay that price and then he will buy the 
Indian cloth. 

Q. The price of Indian cloth may rise? 

A. It may not rise. It may remain what it is. Yes, it will rise to a certain 
extent and we shall be benefited. 

Q. Up to the limit at which! would become profitable for the foreign importers 
to sell cloth in spite of the duty. That is what you mean? 

A. Yes. 

President .—In your reply to Question 116 you say “ the income of the cotton 
growers will not be affected but on the other hand an export duty will make them 
grow better cotton." Would an export duty force them to grow better cotton? 

A. It is just like this. By growing a certain kind| of cotton he can get only so 
many candies of cotton. If he can improve the cotton he can get a better amount. 
That will benefit him. 
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Q. If you put tax on the cotton he is growing, do you consider it is likely to make 
him grow better cotton when he is not doing it now? 

A. As the price of cotton goes up the English people will not purchase it, 
whereas if he can grow a better cotton, a long Btaple cotton they will purchase it. 

Q. But the export duty has nothing to do with it. 

A. Why not? 

Q. He can always grow better cotton if he wants it. 

A. Now, this Tariff Board would not have been appointed unless the industry 
was in depression. Because the industry was in depression the Bombay Millowners 
fought for it and the committee was appointed. 

Raja Hari Kishan Kaul .—Yon say he will realise less prices. That is, the duty 
will have to be paid by him? 

A. No, by the foreigner who is going to purchase the cotton. 

Q. Unless he grows better cotton the foreign purchaser will not purchase at the 
same price? 

A. Yes. 

Q. Then, the price of the cotton he now grows will come down? 

A. Yes, in foreign markets. 

Mr. Majmudar .—Have you any idea of the cost of production of different kindB 
of cotton to the agriculturist? 

A. Yes. 

Q. Does it pay the cultivator to grow short staple cotton or long staple cotton? 

A. It will pay the cultivator to grow longer staple cotton. 

Q. That is not the experience of the cultivators. 

A. Because the cultivators are keeping whatever market they have got. The 
case with the longer Btaple cotton is this. It does not produce as much as the Bhort 
staple cotton produces. 

Q. And therefore he does not realise the same amount? 

A. The ratio you must remember.' 

Q. The total amount realised from short staple cotton is more than in the case 
of the longer staple cotton. That is said to be the general experience. Is your 
experience different? 

A. It is different from that. 

Q. What is the authority for that statement? 

A. No authority. It is my experience. 

Raja Ilari Kishan Kaul .—Do you know that long staple cotton is more delicate? 
On account of bad weather conditions it may yield 1 less. 

A- It yields less in India simply because the climate is not suitable for it and 
the cultivators do not take the interest that they should take. 

Q. What k mean is the climate is less reliable, and in some years it may fail 
altogether. 

A. It may fail, but it fetches a better price, and if the mill gets it we can utilise 
it better. 
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Witness Mo. 72 

Mr. C. I. PAREKH, BOMBAY 

Written Statement dated let September 1926 

l am neither at present interested as a mill agent nor am X an owner of mills but 
being in touoh with the mill business I wish to express my views on the management of 
the mill industry. Honest, eoonomioal and efficient management is required. 

The word “ Mill Owners ’ Association ” is a very misleading word as hardly two j>er 
cent. “ miliowners ’ ’ will be found representing the Association. Therefore it ought to be 
called “ Mill Agents ’ Association ". The mill agents are the trustees of the concerns 
they manage and, therefore they ought to manage them as trustees; but they are lacking 
in their duties, considering that no one can raise any question against their actions. 

Depression 

At present there is a world-wide depression due to the after-effects of the last war. 
The depression is great in the cotton textile industry. Bombay is largely interested 
in the industry. There was never any better prosperity in the trade than in war time. 
The ordinary profits in the industry were about a quarter anna per lb. in cotton twist, 
and about half to one anna in cloth, in past years before the war time and in those times 
those who managed the mills recklessly had to shut up the concerns. The mill agents 
and other public having taken advantage of the war designed to loot the Government 
by supplying war materials, at higher prices, and made enormous profits, whereby the 
mill agents along with the investing publio entered into speculation of different kinds 
including the extension of mills, declaring high dividends enhancing prices in shares 
artificially and spending extravagantly all their profits. 

Under the aforesaid circumstances they themselves brought about chaos and found 
it difficult to manage their affairs economically in normal times. Those who have 
managed the concerns efficiently have not felt it even now when we talk about depression. 
Depression will continue until all over-capitalised mills arrive at a normal stage. 

Under wide speculative fluctuations in Cotton rates there will never be a corresponding 
rise in cloth and therefore those mills which have a oapital debt will be always suffering. 
In the past there was not much fluctuation in cotton prices as speculation in cotton was 
very limited then. There should now be a legislation for stopping any forward transactions 
in cotton which will save speculative fluctuations and will be a help to adjust the price 
of cotton with cloth prices and thus it will improve the Indian U xtile industry to a certain 
extent. 

Japanese competition 

Japan has been competing since 189S when the Bombay plague commenced in India. 
They found their purchases of cotton cheap as Bombay mills could not work. They 
were cheated at many places in purchasing the proper quality of cotton and they had to 
suffor in the shape of “ bukshoesh ” paid by the vendor of cotton to the muccadum of 
the purchasing firms. The Japanese were ignorant that they had paid Broach prices 
for machine ginned fine Etawa cotton. In spite of this, they stood first in China, in 
competition with the Indian yarn in China, and since then Indian yarn has lost its position. 
Indian yam of coarser counts also lost its position in Germany, as the quality of yam 
shipped was heavier than the yam sample or the quality sold. The same t hing happened 
in doth in India. At the time of the Bengal partition everyone used to buy Indian 
made cloth. 

Our wise mill agents supplied the cloth from England and Japan without the stamp 
and marked in Bombay as made in India. The secret was known to the public and 
they thus lost the confidence of the public and the mills had to suffer. It shows tho 
lack of integrity of tho mill agents. This is the reason why the Japanese are enjoying 
advantages in selling their cloth, though the price dopends always upon the supply 
and demand. 


Cotton purchases 

In Bombay very few agents know the quality of cotton, and they have to rely upon tho 
cotton selector and muccadum. If there is proper supervision of the purchase of cotton 
and the sale of cloth, mills, without entering into any speculative transactions are bound 
to earn sufficient to declare a dividend but they can’t earn extravagant agency 
commission. 
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Coal 

Hardly any mill gets the pure quality of coal purchased. Coal muccadums can never 
deliver the quantity of 100 tons coal taken from the steamer or wagon at the mil 1 ’s premises 
without loss in transit. But the mill clerk will always give a 100 tons receipt even though 
less may have been delivered. There is a great mystery about this. Now sevoral mills 
are equipped with electric power but the cost will be much more than tho coal price 
calculated on tht prosent basis. 


Stores 

This is a third item in which mischief is being done. The relatives of the mill agents 
supply stores; some mills clerks have passed empty oil cases and payments were made. 
The less said the better. 

Cotton, Coal, Stores and Waste 

These are the four items where strict supervision is required and as long as there is 
no proper control no bounty nor subsidy nor duty nor exchange will help them. 

Banking facilities 

The method in England is quite different and if the same be adopted in Bombay the 
result will still be bad owing to low business morality in India. I presume that the 
Imperial Bank which used to advance on the cash credit system on the security of stock 
and stocks in process of lien to the bank has lost a large Bum in such advances. This 
is one of the reasons why banks ask guarantees of managing agents of the mills. Mill 
agents have also gone in for speculation in mill shares and the public (who used to deposit 
in the mills even at a lesser rate of interest than the local banks can offer) loBt confidence 
in them and started investing in Government securities. It is due to the fault of managing 
agents. 

Those mills which have gono into liquidation have done so because of mismanagement 
and not beoause of trade depression. All over capitalised mills even now are hound to 
go into liquidation sooner or later. 

Wages 

No doubt there has been a good rise in wages but it can’t be helped unless the cost of 
living is reduced andthis can only be done by stopping entirely the export of cotton and 
wheat. I am of opinion that thereby all food priceB will go down and then normal conditions 
will be established in the whole of India. Exchange will also be adjusted automatically 
owing to suppression of export. 

Directors 

Sir N. N. Wadia says that the directors are not black sheep and dummies. I would, 
agroe not to say black sheep. They are really “ black sheep ” without any black spots. 

To my knowledge they are mere puppets in the hands of agonts and only care for fees; 
some directors may not have any knowledge of the mills ; most of the directors on tho 
board are partners in the firm of the managing agency with one or two extra titled persons. 
I would say further that some directors attend meetings to take their fee and go away to 
attend other meetings. How can we expect any independent management in such a 
board of directors ? 

Balance Sheets 

There is always “ gotala ” in showing the price of stook in mills and profit or loss are 
shown as the managing agents choose. 


Audit 

The present audit is a humbug so far as the system is concerned. If there was any 
proper and careful audit, mills would not have gone into liquidation. The Tata Banks 
would not have been absorbed in another bank; no “ gotala ” would have been found 
in the Imperial Bank. 

Shareholders 

The poor shareholders do not know law ; and having no voioe in the supervision of 
acoounts suffer much. 
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Meeting of shareholders 

Any individual shareholder can do nothing except express his views at the meeting 
as the managing agents, having a majority of votes consisting of office clerks, muceadums, 
brokers and store dealers and coal brokers, who attend meetings, voto for the agtnts, 
and thus even inoorrect balance sheets are sometimes allowed to pass. 

A change in the Indian Companies Act is suggested as follows:— 

1. The words 1 wilful negligenoe * should be deleted from the act. 

2. Voters in the ordinary and extraordinary general meetings should be held 
responsible if they voted on the side which may have been proved wrong and 
fraudulent in the common interest. 

3. A oommittee of shareholders should be empowered to inspect every paper of 
the company. 

4. Only one direotor from the members of the agency firm should be allowed to be 
a director. 

5. Practical persons who worked as accountants and managers or with a general 
knowledge of accounts should also be allowed to be auditors and more respon¬ 
sibility is to be thrust on auditors. 

j. believe if the suggestion made above are put into practice no mill agents nor agentB 
of joint stock companies will ask for any legislation nor bounty nor subsidy and 
depression will cease automatically. 
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Witness No. 72 

Mr. C. I. PABEKH, BOMBAY 

Oral Evidence recorded at Bombay on the 10th September 1926 

President. —Yon say “ I am neither at present interested as a mill agent nor am I 
an owner of mills.” Can you tell us in what capacity you are giving evidence t 

A. I am holding shares in several companies. 

Q. Have you any other connection with the mill industry ? Have you any praetioal 
experience of the internal working of a mill ? 

A. Yes. I was the partial managing agent of a spinning mill several years before. 

Q. Which mill was it f 

A. Sun Mill. 

Q. Is that still in existence ? 

A. Its name is changed. It is now the Madhao Rao Soindia Mill. 

Q. And you were formerly a partner in the firm of the managing agents ? 

A. Yes, from 1894 to 1900. 

Q. Do yon consider that the managing agency whioh you criticise here so stTongly 
was more efficient in those days than it is now t 

A. I think it was more honest at that time. 

Q. You say that the mill agents took'advantage of the war to loot the Government 
by supplying war materials at higher prices. How much war material did the Bombay 
mills supply ? 

A. Almost all the mills supplied the Government directly or indirectly. The middle- 
men also supplied the Government. 

Q. I do not think that the Bombay mills had very large contracts ? 

A. Some of the mills may have had large contracts. They supplied khaki drill. Others 
supplied tent cloth and all other cloth whioh was supplied to the Government was at 
very high prices. If the Government would not have bought there would have been no 
inflated prices. 

Q. You say that the mill agents supplied cloth from England and Japan at the time 
of the Swadeshi movement. Was that common ? 

A. It was supplied at the time, in 1906-07 when the Swadeshi movement was in full 
swing. Practically several mills imported cloth from Japan. They got it bleached 
here and sold it in the market us the Bombay make. 

Mr. Majmudar. —Which mills did that ? Was it one mill I 

A. It may have been one, two or more. 

President. —There is a great deal of difference whether it is one or two mills or 82 mills. 
The trouble ever since we have started taking evidenoe in Bombay is that anybody who 
knows anything to the disfavour of one mill seems to consider from that fact that every 
mill adopts the same practice. 

A. The question is, one mill’s name is out. Other mills’ names are not out. So 
nobody can find out what others have done. 

Q. You say that shows a lack of integrity on the part of the mill agent. A few years 
ago, when I was Controller of Cotton Cloth, oomplaints were made very frequently in 
Bombay that Japanese goods were not up to sample. Do you consider that the Bombay 
mill agents are the only people who are “ up to the trioks of the trade ” ? 

A. No ; the Japanese also. They have also supplied inferior stuff. 

Q. I see your cure for all the present evils of the mill industry is to stop export of 
cotton and wheat. 

A. Yes. 

Q. What about all the millions of cultivators up-country who live by exporting their 
cotton and wheat ? 

A. By stopping export of cotton, the cost of living will be greatly reduced. 

Q. And so will the income of many cultivators be ? 

A. It does not make any difference to the inoome of the cultivators. We do not 
require more cotton than a certain quantity. Whatever surplus there is can be curtailed. 
I have suggested this alternative that if the Government, under the Convention, 
cannot levy any e.'.port duty then this is the best remedy to stop export of cotton and 
wheat. Thereby our export which is always more than the import will be curtailed 
and the exchange also will be automatically adjusted then, 



289 


Q. But why should you expeot the cultivators who make profits out of growing cotton 
and wheat to have their inoome reduced for the benefit of the rest of the people who do 
not grow cotton and wheat f * * 

A. Thereby the oultivator is not getting any less income. 

Q. The oultivator who grows cotton and wheat must be getting a less amount. You 
are making him pay for the benefit of the oultivator who grows rice, sugar-cane or 
jute. Why should he I 

A. They will get equal money in either sugar-cane or jowari or other crops. 
Another disadvantage is that by growing cotton the land becomes unfertile. Ihe 
other day we heard in the Punjab also that they have reduced the cotton crop. 

Q. Would it not be a better plan, Mr. Parekh, to stop all exports ? Would not that 
have the same effect ? 

A. No. Oil-seeds we do not require in our mills. 

Q. You do not require all the cotton that is grown. 

A. Therefore if we stop the cotton export, the cotton cultivation will be reduced and 
then the cultivation will go to jowari and other commodities, whereby the jowari and 
other commodities will be cheaper in the markets and then the labourers’ living will be 
cheaper. That is my argument. 

Q. Why should you not stop the export of jute ? 

A. 1 am not eonoemed with it. 

Q. Are you concerned with the export erf wheat ? 

A. Because it is our staple food. If the price of wheat is reduoed, then the prioe of 
jowari and millet will be reduced, automatically. 

Raja Hart Kiahan Kaul. —You say that the cultivation of ootton is reduoed in the 
Punjab. 

A. I read it from the weather report. 

Q. Compared with the last year it may be short but it does not mean that they have 
reduced the cultivation. 

A. That is what I read in the weather report. 

Q. Irrigated ootton is not reduced. Unirrigated cotton depends upon rainfall. 

A. It may be anything. 

Q. I do not quite follow how you mean to make up the cultivator’s inoome T You 
stop the cotton export; the price of cotton falls. 

A. The price will not fall. Now, to-day suppose the cotton crop is 4 million bales; 
when the export is stopped the farmers will turn their minds to other commodities. 

Q. It will take several years. Till then ? 

A. It may take one year. 

Q. What will happen to the orop of the current year which will remain on hand f 

A. In the current year the orop will suffer. It will bring down the prices temporarily. 
If the price of cotton comes down, then the price of cloth will also go down side by side. 
That is what India wants now. 

Q. That is a separate question. But if the export is stopped the prices of wheat and 
cotton will both fall and the income of the cultivator will be materially reduoed. 

A. Temporarily. Again everything goes with the supply and demand. 

Jlfr. Subba Rao. —In talking of the balance sheets you use a word which I have not seen 
before, “ gotala.” What is it 1 

A. That is window dressing or manipulation. 

President. —What do you mean when you say that the present audit is a humbug ? 
Do you refer to audit in general or in particular 1 

A. Audits generally. 

Q. There are some very big firms of auditors in Bombay. Would you call their 
audit humbug and if so, why ? 

A. Yes, because it is not the proper way in whioh the present method of audit is adopted. 
It is most defective. 

Q. In what way ? 

A. The auditor is checking what is written in the book under the stamped 
signature—that the payment is made to X or Y or Z or whoever he may be. Why the 
payment is made, what he has supplied to the company or to whatever conoern it is, it is not 
mentioned there. It is not his duty to find it out under the present method of audit. 

Q. What is your system under which it would be his duty to find it out T 

A. There must be a strong audit. He must go into details. They must be paid more 
than what they are being paid now and there must be regular audit, 

MO v 422—19 
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Q. Under your system it will be necessary for the auditor to go into the bona fides of 
every entry. There may be thousands of entries; and he will have to examine the 
position from a technical point of view. What capaoity has he for doing it ? 

A. Then what is the meaning of audit ? Is it only a signature to be made on the paper. 

Q. It is to see that the accounts represent the true state of affairs. 

A. If you take particular cases, they do not take the stock which is the main thing, 
where the window dressing or the manipulation is made. They simply say on the agents’ 
certifying the stock they sign it. How can you rely on that audit t 

Mr. Majmudar. —Were you connected with a Banking Corporation ? 

A. Yes. 

Q. Did the auditors enter into the investigation of each item ? 

A. Yes. 

President. —Do you mean to say you gave your auditor greater power than is usual to 
give or that you asked him to conduct a spocial audit ? 

A. It is ordinary audit according to the law. 

Mr. Majmudar. —You suggest curtailment of area under ootton and wheat. What 
about oil seeds ? Are all the oil seeds required in India ? 

A. We do not require so much. It is required in India but not to such an extent as 
wheat and other commodities. 

Q. The same argument will hold good as regards oil seed cultivation. If you stop the; 
oil seeds the same land will he utilised for growing jowari and barley. 

A. Whatever land we can save by the curtailment of cotton and wheat is quite sufficient 
for our requirements. 

Q. Then in that case the best way would bo to reduce a porcentage of all rather than 
penalise the wheat growers and cotton growers, 

A. That depends upon the Government. 

Q. Are youlookingatitfrom the point of view of cheapening the cost of living t 

A. Exactly so. I should like to make one suggestion. I am sorry that some of the 
questions with regard to stores, waste and cotton aro not put to meat all. 

President. —We oan only exam Lne you ou the basis of what you sent us. 

A. I have said about cotton, I have said about ooal, I have said about stores and I 
am sorry that no question is put to me about those points. However, I Bhould like to 
explain. 

Q. If you have anything further to say, do so by all means. 

A. Of course there is a complaint about the wages and the depression. Now depression 
is generally due to so many things. Then what remedy can be adopted to get rid of the 
depression in mills. It is natural that after the good aotivity, depression must follow 
and it has followed like that. And as long as people are not upright people, the depression 
will continue. Now what oan be done for that depression ? I would suggest that cotton, 
coal, stores, waste, and to a certain percentage wages—in all these we can make reduc¬ 
tion without disturbing the workmen. 

Q. How can you make reduction of wages without disturbing the workmen ? 

A. I am coming to the point. Now I am taking first the item of cotton. Cotton is 
generally purchased by the ootton selector or ootton mukkadam and it is shown then to 
the managing agents, whoever they may be. According to my knowledge and my 
experience, the cotton broker is not required to buy the cotton when the mukkadam is 
there and the cotton selector is there. There is no necessity to pay brokerage to the cotton 
broker. The mill can get the advantage of that cotton brokerage. That means they 
Oan save that amount out of the 77 mills in Bombay. If you take it on the average 
Rs. 15,000 or 20,000 a year, the total will be the saving. ~ 

Q. How much can they save ? 

A. Taking the average of about 00 bales for brokerage, say yearly Rs. 15,000 or Rs. 20,000, 
multiply 77 mills by this amount and that is the minimum figure that wilt be saved to the 
mills. I am talking of all these mills. Now take the stores. At least there will be a 
saving of 30 per cent, if the system I suggest is adopted. On the co-operative system 
each mill should go in for a share of Rs. 10,000 or Rs. 15,000. First to take the example 
of Bombay, all the 77 mills should join. The advantage under the co-operative system 
of stores is, that store has personally no benefits or anything and there wifi be no dishonesty 
practised. The real genuine quality will be supplied and the stock will be purchased in a 
large quantity from England or America or any other place and they wifi get it at the 
oheapest rate. If there is any saving or surplus under that co-operative system, the 
benefit will be taken by the mills, which benefit under tfie preseqt system of buying 
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goes to the different relatives of the managing agents or to the different store-dealers 
and suppliers. So there will be very good saving of more than 30 per oent. Similarly 
coal. 

Q. There is not much use of coal now. 

A. Whoever are not using coal, sooner or later they must use coal if the rates go down. 
Under the agreement for electricity, there is no chance of getting a reduction and most 
of the mills will regret it later on because the coal prices are going down, while the power 
is calculated at the price when coal was at Rs. 30. Then the item of insurance comes which 
I forgot to say. Each and every mill has to insure and they are now paying about 
Rs. 20,000 to Rs. 30,000 as premium on an average. Now in insurance whether they 
allow privately or publicly, some rebate and that rebate goes either to the relatives 
of the managing agents or the sons of the managing agents or whoever it ippy be who 
is acting as an insurance agent. Thus at least 30 per cent, can be saved from the insurance 
income. Now there is a scheme which I want to suggest. Under that scheme the 
insurance can be saved in a large amount within five years. I will supply the details of 
it later on. Then waste. Of course there is a system in the mills to ask for the tenders. 
Then people give the tenders and the highest man possibly gets the tender for the cotton. 
The result is that the bona ■-fide man who is acting bona fide and who sends the tender 
according to the market rate does not get that tender passed because his rate is less 
than another tender. 

Q. Rate for what ? 

A. Rate for cotton waste; all kinds of waste cotton twist and other waste. The 
practice is that in oily cotton which is sold at Rs. 3 a cwt. in the oily waste regularly 
good cotton is passed from the mills. That means the mill is suffering at least 16 to 
20 per cent. loss. - Now if proper supervision is kept over those departments then there 
will be no complaint that the mills are making losses. 

Q. The waste, does not amount to very muoh. 

A. To a decent amount because in the waste good cotton is taken away and from the 
gate-keeper to the manager, some dishonesty is going on. 

Mr. Subba llao. —Is it not a very sweeping condemnation that you are making ? 

A. This is the way it is practised. 

Q. Is it practised on a large scale 5 

A. Yes. 

President. —Do you maintain that this goes on in every mill in Bombay T 

A. I oannot say that. Of course if you had got evidence from a cotton waste 
merohant, he would have been able to tell you confidentially. 

Q. But do you maintain that this practice is common in the majority of mills t 

A. It may be in a majority. 

Q. How many have you experience of yourself ? Only the Sun ? 

A. That is old. 

Q. This is merely what has been told you ? 

A. Not at all. Reoently a relative of mine was dealing in that trade and I had to 
stop that trade because I saw that there was a practice of the system mentioned 
above. 

Mr. Subba Sao .—Did he get the waste contract or was he himself doing it ? 

A. Another man was getting the contract. And he saw good cotton in bad cotton 
against the contract of bad cotton. 

President. —Then about wages ? 

A. Now wages. Of course in wages we have to pay more and more. That is what 
people believe—that the more the food and the better the housing system, the more 
efficient work is got from the workmen. That is my view. Now in the mill if proper 
management be kept on tbe workmen, the wasting of time by the workman when he 
goes to drink water or to smoke—when he wastes at least about half an hour or three- 
fourths of an hour—may be saved. Practically if you calculate this sitting in the mill 
compound, you will find that in the majority we lose fully more than one hour for eaoh 
and every workman. So if we have proper supervision we willget at least over one hour's 
production more. That means we have not to pay moreWn wages. The budli system 
should be stopped. They should not admit any workman from outside unless he produces 
a certificate from another mill, whether there is shortage of workmen or not. He should 
not be allowed without a certificate. Thus these untrained people will learn and they 
will not leave one place and go to another place. Budli means another loss to the mill, 
because the budli man will not give the same amount of work as the old map 
will give. 

jao Y 422—19o 
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Q. Where do they get men from unless they take them ? 

A. The jobber brings them and puts them in. 

Q. Where are the mills to get the men from ? 

A. They cannot get them. 

Q. How are they to get on without them ? 

A. They must stop budli working for certain days and if they stop this budli system, 
The work will be more efficient and the mal-practiee of extra payments will be put 
an end to. Budli means workman of - one mill going to another mill, Then there 
will be no spare man as far as I understand. 

Mr. Subba Kao. —We have been told that a number of people are not finding work and 
are unemployed and those men are taking the budli work. Yon suggest that people 
aotually working are taken from one mill to another. 

A. Yes. My view is this, that if they complain there is not sufficient work I do not 
admit that. If there is no work in one mill thero is work in another mill. There are not 
workmen lying idle because there is no work. Men are lying idle because they do 
not like to work. 

Mr. Majmudar. —What data have you to make this statement f 

A. Personal experience. The experience that I had when I was looking after the 
mills. 

Q. That was 20 years ago ! 

A. That is what I am telling you. If we stop that system of budli, then there will be 
regular oven work. The quality also will be improved. There will be no disturbance 
and therefore without disturbing the wages we can extract more work from the workmen. 
If these suggestions are carried out by the mills I am sure that there will be less complaint. 
They are now oomplaining that they must have some protective duty or they must have 
some bounty. I do not seo any necessity why the consumer should suffer for the mis¬ 
management of the mills. As to directors, if you will refer to several balance sheets 
you will find father and sons and their relatives are directors and partners of the managing 
ageney firm. How oan you then expect any independent balanoe sheet ? Therefore there 
must be a change in the Indian Companies Act by which these limited concerns are 
governed. In the Act where it is mentioned ‘ the wilful negligence....' the word * wilful ’ 
should be removed and ‘ negligence ’ should be kopt. Then there should be a committee 
of the shareholders who must have access to check the accounts and inspeot every paper 
of the oompany. 

President. —Are not the directors a committee of the shareholders ? 

A. So far of course they are committees of shareholders, but they arc the people of the 
managing agents. 

Q. That may be so, but if the shareholders have a voice to change a committee 
they will vote exactly in the same manner ? 

A. That is only theory. Practically of course shareholders have no voice at all. 

Q. My point is that the shareholders would have just as much voice in the election of 
the committee of shareholders which you advocate as they have at present to elect the 
directors, and therefore the committee of shareholders would be to all intents and purposes 
the present hoards of directors, and therefore they will be of no more use than tno board 
of directors. 

A. Of course on paper it looks that t he appointment is by the shareholders, but practi- 
oally speaking the appointment is only from the side of the managing agents. 

Q. Who is going to elect the committee of shareholders 1 

A. The shareholders. 

Q. Then, why should they elect a different committee ? 

A. Because there are two separate interests—the interests of the directors and the 
interests of the shareholders. 

Mr. Subba Kao. —If shareholders have any power at all why can’t they now elect the 
directors they want T Why should they have a new committee ? 

A. The difficulty is that these directors do not give any convenience to inspect accounts. 
The shareholders have,got no power, no voice, no majority when the directors and the 
managing agents are in full power. I have got personal experience that whenever any¬ 
thing is asked of the directors or chairman in the general meetings they do not reply 
properly. The Bombay Steam Navigation Company appointed a committee when the 
shareholders demanded it and the committee inspected the accounts. Practically no 
independent shareholders will appoint a father and two sons and the same are partners 
in the agency, as directors in the same company. Now I will shpw yon one balappo sheet. 



Here is the one for the Kilachand mill. Kilachand Devchand is ex-officio Director. Nand- 
lal, his son, is a Director. Then Chotalal Kilachand, his son, is a Direotor; and Lallu- 
bhai Samaldas. a Director, is a partner in another business with Kilachand. Kikabbai 
Premchand, a Director, is a partner of the firm of Kilaohand. Chandulal V. Diwan, the 
Solicitor, is an independent man. Sir Purusbotamdas Thakurdas is the Chairman of the 
company.but he is a flying bird. I do not think he can attend all meetings punctually. 
Now, under this management how can wo expect any good result, and how oan shareholders 
get any voice in the management ? Then at a meeting the shareholders consist practically 
of office clerks. Directors, coal brokers, stock brokers and store dealers. So, practically 
it is all nothing but a show of meeting and therefore if my suggestions are carried out I 
think there will be no complaints at all from the mills. 
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Witness No. 73 
Mr. J. ADDYMAN, BOMBAY 

Written Statement dated the 29th November 1926 

In oonneotion with the Cottoh Textile Industry Enquiry, there does not appear to have 
been any serious attempt on the part of those examined to throw any light on the subject 
of deseipline and efficiency, or rather the very serious lack of these obtaining in most 
Bombay mills, nor does there appear to have been any serious attempt on the part of 
witnesses examined to suggest ways and means by which discipline could be improved 
and efficiency increased. 

All who possess a practical knowledge of mill management no doubt fully realiso that 
these factors have a direct and very important bearing on costs of production and the 
standard of material produced ; factors which enter largely into the whole question of 
foreign competition from which the Bombay mills are suffering to a very 
serious extent. 

I am prompted, as a result of press reports of evidence given, to make a few practical 
suggestions which, if adopted by the Bombay millowners would certainly result in reduc¬ 
ing costs of production and in improvement in the standard of goods manufactured. 

(1) It is a common practice in the Bombay mills for operatives to take a morning meal 
during working hours and at any time they like, and the time taken in this connection 
appears to rest with the operatives themselves. This system incurs a very considerable 
amount of loitering about the mill compounds and it is no uncommon sight to see a large 
percentage of operatives ‘ killing time ’ in this manner between 7 a.m. and 12 noon. 

In no foreign textile centre are these conditions permitted, but on the other hand opera¬ 
tives have fixed hours for meals, etc., and under no circumstances are they permitted to 
trespass on their employers’ time. 

There is one mill in Bombay which introduced the system of a fixed time for the morning 
meal a good many years ago, and neither the management nor the operatives would 
care to go back to the undisciplined system which previously obtained there and Btill 
obtains, I believe, in every other Bombay mill. 

The mill referred to commences work at 6-30 a.m. five minutes being allowed to late 
arrivals. At 6-35 the gates are closed and no male operative can enter after that time 
until 10 a.m. From 9-30 a.m. to 10 a.m. is the recess half hour and all who take a morning 
meal must do so during this period, no operative being permitted to take his meal or 
loiter about the compound between 6-30 and 9-30 a.m. or between 10 a.m. and 1 p.m. 

From 2 p.m. to 6 p.m. the same conditions are adhered to with the result that the 
wastage of power is reduced to a minimum ; cost of production is also reduced ; a better 
standard of workmanship is maintained; and lost but not least, there are increased 
earnings to the operatives. 

(2) Absenteeism .—It is characteristic of the Indian mill operative not to work a day 
longer in any given month than is necessary to meet his monthly obligations if the matter 
is left in hit hands and, unfortunately, in most mills it is left entirely to the operative to 
decide how many days he shall work. 

I believe the average of daily absentees in most mills is not less than 15 per cent. From 
the standpoint of spinning, and especially from the standpoint of weaving, also 
economical running, this is a serious state of affairs which should not be permitted to 
continue if the Bombay mills are to recover the markets they have lost, partly due to 
the production of goods inferior in workmanship and faulty in construction when 
compared with goods of foreign manufacture, including those of Japanese manufacture. 

In my opinion there is nothing which retards the progress of the Bombay textile 
industry more than the constant and daily changing of labour. 

The management of the mill to which I have referred in connection with meal hours 
also deoided to reduce the percentage of absentees and break the “ budli ” system. 

This object was obtained in a very short space of time by the following method :— 

An operative absenting himself from work for one or more days, unless he can satisfy 
the management that his absence is due to sickness or for domestic reasons which 
justify his absence, is usually asked to take a further leave for a number of days, which 
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brings his earnings down to a figure below what he considers to be neoessaiy for hie 
monthly maintenance. When the operative realises that a few days’absence per month 
will coat him considerably more it is surprising how his attendance improves. 

By this method the mill referred to brought down the percentage of absentees from 
approximately IS per cent, to 1 per cent., thereby disposing almost entirely of the 
“ budli ” system. The remedy, I submit, for the unfortunately heavy daily absence list 
obtaining in the Bombay mills, lies not in the hands of the operatives but with the 
employera. 

I suggest the Bombay millowners tackle this problem, which is not by far so difficult 
as they appear to think. A little more authority and power placed in the hands of the 
mill manager by the mill agents would certainly considerably assist in bringing about 
the much needed improvement in discipline and efficiency. 

If the Bombay millowners would adopt these suggestions a great step forward will 
have been taken to put their own house in order. 

Within six months’ time, I venture to predict, mills would find a reduced wage item 
due to the decreased number of operatives against the number at present on the muster 
roll and increased production rosulting in higher earnings to the operatives : and with 
constant and regular labour a higher standard of workmanship would bo attained. 
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Witness No. 74 

Mr. Y. S. THACKERAY, DADAR, BOMBAY 

Written Statement, dated Bombay, the 19th August, 1926 
Section I 
General 

1. The present depression in the cotton textile industry is not confined to Bombay 
alone, but extends all over India. However, the severity of it is felt more in Bombay than 
in Ahtnedabad and upcountry centres. All mills in the same oentre are not affected to 
the same extent. The balance sheets of some 66 leading mills in Bombay prove that 
nearly 60 per cent, are showing debit balances and the rest are just making both ends 
meet. This was the condition in the year 1924-25 but the situation has become still 
worse in the year 1925-26. 

2. It is not possible to state in exact manner and proportion the causes leading to the 
present depression; they can very well be imagined by a general survey of the world 
factors. The fall in the general price level after the boom period, eoonomio improvements 
of Continental oustomers of India, political unrest combined with the growth of the 
local industry in China and such other world factors have a combined effect on the present 
depression. Besides these, some factors operating in India itself such as Government's 
exchange policy since the year 1893, and the artificial raising of the rupee value has much 
to do with the loss of the export trade with China in the first deoade of the present century 
as well as to the encouragement of imports from the United Kingdom specially by raising 
the sterling exchange to 2 shillings and at present to Is. 61. Further, there are faotors 
specially operating in Bombay, viz., increase of municipal taxation, labour disputes 
and strikes combined with overcapitalization of some of the mills, and speculation mania 
which encouraged paying of proportionately high dividends. These and other causes have 
aggravated the situation in Bombay. 

3. (») Some arc temporary and some are of a permanent character. 

Temporary causes.- So far as the competition from Japan and Italy due to depreciated 
currencies is taken into consideration it is bound to disappear in due course as it is 
an economical axiom that no country can resort to artificial depreoiation without its 
concomitant harmful effects. Germany and France did try it but now Germany has 
put a stop to it. 

Political Unrest .—Economic interests of nations are so closely dependent on each 
other that eaoh one would be compelled in its own interest to make peace with others. 
Professor Keynes has dealt with this economical aspect in an elaborate way and proves 
this fact. France has been obliged to enter into commercial treaties with her enemy, 
Germany, only on this economic principle. 

Permanent causes .—The Indian cotton industry is hopelessly organised for economical 
production for marketing of its own product when compared with her competitors— 
Japan and the United Kingdom. 

(*’») The exohange polioy of the Government of India direoted as it is towards encourag 
ing imports into India is one of the main cause of depression. 

(»«) The Indian grower is deprived of getting the full return of his produce by the 
raising of the value of the rupee thus restricting his purchasing power. 

4. Yes. 

6. Yes. Mills generally in Bombay are at present realising no profits and many of 
them are working at a loss even without taking depreciation into consideration. 

6. A further gradual fall in the price of raw cotton might have a stimulating effect 
on consumption, but a continually falling market will have a very detrimental effect on 
the extent of purchases made by dealers in the various consuming centres. A further 
fall below the present prices of raw cotton would unfavourably affect mills which possess 
unsold stocks of doth owing to the lower prices which would be realised for future 
contracts. A further fall in prices of raw cotton would also cause the lowering of the 
ratio of cotton to total cost of production and would encourage competitors from nations 
with depreciated exohanges. 
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7. To some extent the present depression in the industry may be attributed to the 
lack of confidence in the stability of the present level of prices of raw cotton, yarn and 
piece-goods. For the last three years cotton has been constantly dropping and with it 
the prices of yam and cloth which has as a consequence made piece-goods morohant9 
sustain losses The merchants not being financially strong have adopted a “ hand to 
mouth ” policy in their purchases and this has also adversely affected the industry. 

8. To some extent the depression can be attributed to the fact that the fall in the 
price of cloth has not corresponded with the fall in the price of cotton and that of other 
commodities. 

9. There has been a fall in the purchasing power of the ryot since the war. The 
rise in the value of agricultural product is now 40 per cent, above the year 1914 whereas 
the prices of cloth are as yet 100 per cent, over the pre-war rate. This has caused the ryot 
to cut his cloth requirements which factor has contributed to the depression in tho mill 
industry. 

10. The masses are a highly indebted class and it is a myth to suppose that they prefer 
to invest their savings in the precious metals and to restrict their purchase of cloth to a 
minimum. The purchasing power of the ryot has been decreased owing to the exchange 
policy of tho Government of India. Mere large imports of gold and silver do not mean 
that these were or are being bought by the masses w ho form the large proportion. 

12. The depression in Bombay is reflected in 

(a) Mills which have changed hand. —Planet, Gold Mohnv, Diamond, Industrial 
Hongkong, Assur Veerjee and New China. 

(b) Mills which have closed down since 1922 .—Jivraj Baloo, Pitty Mills, Dinshaw 
Petit, Industrial, Hongkong, Edward, Diamond. 

(c) Mills which have gone into liquidation .—Jivraj Baloo, Hongkong, Planet, Dia¬ 
mond, Gold Mohur. 


Section II 

Nature and extent of competition between imported goods and those of 
Indian manufacture 

13. The present depression cannot be direotly attributed to the loss of the Chinese 
market for yarn as the Indian mills had a clear anticipation of the loss of this market 
since the closing decade of the last century and had accordingly changed their working 
policy by adding more looms. The rapid growth of the Chinese industry was duo to the 
ousting of the Indian yarn, Japan's close proximity to the market and the facilities to 
export yam to China from that country adversely affected the Indian market. The 
difficulties of securing freights to Hongkong was also responsible for the fall in the Indian 
export trade with China. 

14. The present depression is largely due to the increasing Japanese competition. 
As for the competition from other countries the industry has not been seriously affected. 

15. Yam of counts under 40s, competes with the production of Indian mills. 

Pieoe-goods, such as coarse and medium counts dyed and bleached goods, drills, 
sheetings and chadars oompete directly with the production of Indian mills. 

17. As a matter of experience the yarn and piece-goods imported from Japan are 
frequently placed on the Indian markets at prices which do not cover their cost of manu¬ 
facture in India. There is no evidence to show that these imported goods are placed in 
the Indian markets at prices which, after deducting freight and incidental expenses, would 
not cover tho cost of production in the exporting country. 

18. It is not possible to say whether yam or piece-goods exported from Japan or 
other countries are placed on any foreign markets at prices which are lower than the cost 
of production of similar Indian goods plus freight and import duty. - Owing, however, 
to the speoial advantages which the Japanese textile industry enj oys, their goods cannot 
be competed against in any foreign market by the Indian mills. Even in the Indian 
market the import duty is not a handicap to the Japanese goods to compete with the 
Indian. 
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The export of grey piece-goods to foreign countries as compared with the exports of 
the year 1913-14 will show how far the Indian mill industry has suffered from the Japanese 
competition in the foreign markets. 


Countries 


Egypt 

Aden and Dependencies 
Siam 

Straits Settlements 
French Somaliland 
Mauritius and Dependencies 


Percentage of 
decrease in Indian 
exports 


80 per cent. 
66 „ 

66 „ 

60 

66 „ 

60 „ 


19. As a matter of fact to obtain the exact 


dea as to the extent of Japanese competition 


comparison must be made with oounts under 40s. and not under 30s. as held in the 
question. The hulk of yarns imported by Japan and the United Kingdom are of 32s. 
The Indian mills can readily make yarns up to 40s. with ease but it is the underselling 
policy of the Japan that hinders the progress of the Indian mills. 

20. From the statistics of piece-goods compiled by the Government of India it is 
impossible to ascertain the percentage of imports from United Kingdom that directly 
compete with the Indian goods. There is strong ground to believe that the competition 
is not on the declining side since the war. 


21. The estimate that 70 per cent, of the imports of pieoe-goods from Japan compete 
directly with the production of Indian mills as suggested in the question cannot be 
vouched for with aoeuraey. 

22. The estimated percentage cannot be vouched for with aoeuraey. 

23. The findings of the Currency Commission in fixing the rupee at Is. 0 d. will tend to 
give a stimulus to the imports of piece-goods from the United Kingdom, Japan and 
Italy or any other textile manufacturing country as the price of foreign goods in rupee 
value has been lowered by this exobange-fixing polioy by 12J per cent. Any depreciation 
in lira or yen will further encourage the tendency to import. 

24. The imported piece-goods from Japan compete diroctly with the Indian goods. 
Some of the Japanese finer qualities may have been competing with the goods from the 
United Kingdom. Statistical comparison of the imports of both these countries will 
not induoe one to express emphatically whether the competition will increase or 
decrease. 

26. Excepting Italy, the competition from imported goods has not been accentuated 
by fluctuations in exchange. In case the French and Belgian francs remain at their 
present level, there is a great possibility of these two countries making extensive imports 
into India. 


30. Information is not available to show what special credit facilities are obtainod by 
exporting houses in foreign countries or are offered by them to their buyers in India. 

33. The very qualities of yarn and piece-goods that are competing in India are also 
being rivalled in foreign countries by the Japanese. 

34. There does not seem to i^e any general preference on the part of Indian consumers 
for finer qualities of pieoe-goods and yam. 


Section III 
Internal Competition 

35. Many new mills are being erected in cotton producing districts and Native States. 
There has been no doubt a great increase of looms and spindles in Bombay and Ahmed- 
abad but it is not so great as in the rest of India. The erection of mills at cotton centres 
and Native States has so far tended to increase the internal competition with the Bombay 
and Ahmodabad mills. 

36. As regards labour the Bombay mills have the advantage of sufficient and efficient 
labour over Ahmedabad and other up-country mills. As regards machinery the Bombay 
mills have a slight advantage in cheaper cost. Also owing' to Bombay being a chief 
port its mills have an advantage in export trade. 

37. It is impossible to draw up an exact estimate as to the relative advantages the 
mills at Ahmedabad and up-country centres have over Bombay owing to (a) proximity 











to arge up-country markets, (b) proximity to ooal fields, and (c) proximity to sources 
of supply of raw materials. 

38. It is very difficult to frame any estimate with exact accuracy as to what extent 
the hand-loom industry oompetea with the mill-industry. 

Section IV 

Mill Management 

40. There are mills in Bombay, in Ahmedabad, Sholapur, Cawnpore, Madura and 
Madras who could satisfy this criterion but it cannot be said with confidence that the 
industry as a whole is carried on with reasonable efficiency and economy. 

41. The big industrial concerns in India are with few exceptions controlled and 
managed by managing agencies and the Indian cotton textile industry cannot be an 
exception to this rule. These agenoy firms have played a great part in the industrial 
progress of India. 

The Industrial Commission has appreciated the importance of these firms, being 
impressed as they record “ by the strong evidence of high prestige possessed by the 
better ciass of agenoy firms of efficient management, cautious finance and watohfnl atten¬ 
tion to the interests of their clients' enterprises. ” 

42. In Bombay—excepting in a few mills—and in most of the up-country mills a very 
large proportion of mill agents receive commission on profits. 

The managing agents of mills in the City and Island of Bombay get commission on 
profits on the basis of 10 per cent, to 12§ per cent, on the gross profits earned before 
deducting depreciation, income tax and supertax paid by mills. This system may have 
been found preferable by the Mill-owners’ Association and others interested but to some 
extent it may be said to be faulty. This system encourages the agents with selfish motives 
of profit to go on with the production without oaring to reduce the co9t of production. 
Under the system of commission on production the mill agentB only go on producing 
coarse and heavily sized cloth. 

43. The managing agents in almosts all cases do charge and receive ofiioe allowance 
which they very rarely do not spend on offioe expenditure, etc. Though by direct 
v ays the bulk of the managing agents in Bombay and up-country do not receivo any 
commission on the purchase of cotton, mill-stores, machinery and coal or on the sales 
of yam and oloth or on insurance, eto., indirectly all these profit-securing concerns are 
managed through the departments or firms in which the managing agents, their friends or 
relatives are financially interested. This procedure may not be technically and legally 
wrong but it leads to undue partiality, favouritism and direct or indirect loss to the 
mills as a consequence. There may have been upright agents but I say from my own 
experience that there are many commission agents who work in a dual capacity. 

Section V 
Mill Finance 

46. As regards Bombay, the following mills with nearly 336,000 spindles and 8,896 
looms were over-oapitalised during the boom period. 

(1) The E. D. Sassoon group consisting of (a) Meyer, ( b ) Rachel, (c) Jacob, (<i) Sassoon, 
(e) Turkey Red Dye Works, 

These mills were changed from proprietory confer ns to a limited company at boom 
prices of machinery and construction owing to higher general rates of profits earned on 
oapital and the rates of interest were also high. Capital of two erores out of six crorcs 
was issued in the form of preference shares carrying 7J per oent. cumulative interest. 

(2) The Tata Mills went in for the Bombay United Mills at an inflated price of 
Rs. 1,61,00,000 and the old share-holders obtained nearly ten times the original face value. 
These very mills are now sold to the Swadeshi Mills Co. at a price of Rs. 36,00,000 
involving a capital loss of Rs. 1,15,00,000. To meet this the Tata Mills raised a debenture 
loan at 7J per oent. interest. 

(3) The Hongkong and China Mills, Kilacband Mills, Diamord Mills, Elphinstone 
and Apollo were oapitalised on the basis of high prices ruling in the boom period. These 
represent nearly a lac and a half spindles and a thousand looms. The working of these 
mills shows that they are hard-hit owing to the fall in- profits and the natural and 
inevitable reaction after the boom period. 
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46, The present depression cannot be attributed to extension of mills and machinery 
when prices were at their highest. The following mills oxtended their machinery when 
the market was at its highest without providing for the necessary provision of 
capital:— 


1. 

Kastoorchand Mills .. 



Spindles 
.. 85,000 

Looms 

913 

2. 

Gold Mohur 



.. 38.000 

1,050 

3. 

Planet 



.. 36,000 

913 

4. 

Madhaojee Dharamsey 



.. 37,000 

863 

6. 

Shape rjeo Bharuchk .. 



.. 97,000 

671 

6. 

Assur Veorji 



.. 39,000 

600 


47. It is a recognised fact that share-holders deserve gqod dividends when the mills 
make good profits and when the mills make no profit the share-holders receive no return 
on their investments. The Millowners’ Association has made a candid statement 
that “ In the boom years dividends were large, very large amounts were also sett as 
reserves and invested in Government loans. ” The question then arises why these fat 
reserves were not utilised to avert the depression by the millowners in bad times. 
I quote here figures which will show that the mill management hod engineered heavy 
speculation and distributed proportionately heavy dividends without foresight 


Bombay Mills 




Net profit after 

# 

No. of 

Year 

allowing for 

Dividends 

mills 

depreciation and 




Income-tax 

Per cent. 

CO 

1917 

302 Lacs 

50 

63 

1918 

228 „ 

83 

66 

1919 

616 „ 

61 

77 

1920 

1,010 „ 

59 

77 

1921 

846 „ 

63 

77 

1922 

387 „ 

72 


49. So far as Bombay mills are concerned the system of obtaining working capital 
by means of short loans (six months or yearly) is very general. Theso loans are obtained 
from individual depositors or from banks for short terms on hypothecation of their 
assets. 

These methods of loaning are open to serious objections. 

As regards bank loans the mills who have token loans from the banks are at the tender 
mercy of the banks and are put to unneoessarily great inoonvenience and interference 
more so in the present times of depression. Banks advance the amounts which can be 
recalled at once. The polioy followed by the Muir Mills , Cawnpore, Madura Mills 
Coimbatore and Binny Mills and Laxmi and Viahnoo of Shola^ur is well worth imitating. 

60 It is not the common practioe of the mills to invest funds in allied concerns. 

61. Mills which have no reserves are experiencing greater difficulty in securing finance 
than in pre-war years. In pre-war years mills could borrow money at comparatively 
cheaper rates than at present. Even first class mills now pay one to one and half per cent, 
more than they used to pay in pre-war years. The publio do not deposit their money 
in the industries which are passing through a stage of peril and consequently greater 
difficulties are experienced for mill finance. 

Section VI 

Costs of Production — A. General 

60. Most of the mills in Bombay buy their requirements from the cotton depot at 
Sewree. Some mills do buy their requirements in the cotton growing districts through 
their agents. Mills which buy in the upcountry markets and want good cotton have 
to make the purchase of the whole of their yearly requirements in January to May 
and stook these in their mills till the time of their actual requirement. This procedure 
entails extra oxpenses including interest if the cotton future market is not favourable and 
suoh a purchase system eventually becomes a speculative bargain instead of a profitable, 
one. Some of the mills which buy their requirements in Bombay Jaithas adopt a policy 
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of day to day buying which is advantageous in declining markets. As a matter of 
fact very few mills take advantage of futures. Lancashire and Japanese spinners take 
advantage of futures. No sooner do they aooept orders for yarn or cloth than they 
cover their sales by future contracts at a later date. Generally sellers have a wide range 
of selection which they can offer; bnt the spinner requiring a particular description of 
cotton only buys cotton on sample for actual use and immediately disposes of the futures 
which served him as an insurance against rise of prices. The mills in Ind a are as a matter 
of fact handicapped to a great extent owing to the existence of five hedge contracts ; 
the narrowness of which renders them liable to manipulation by speculators. The 
Japanese make use of the sampin market, but the method of such transactions is not known 
to me. 

61. As far as I am aware of affairs it can be said that speculative purchases of either 
spot Or hedge are rarely indulged in by the Bombay and up-country mills. It is therefore 
very difficult to say to what extent the speculative purchases of spot or futures in cotton 
are responsible for the present depression. The element of risk in purchases by mills 
could, however, be reduoed by resorting to the practice of hedging as is done by the 
Lancashire or Japan spinners. 

62. The statement that the Indian mills have to pay higher prices for cotton than the 
prices paid by the export houses is incorrect and malicious. 

63. Not at all. 

G. Labour 

64. The statement mode by the Mill-owners' Association about labour costs being the 
main factor in the increased cost of manufacture is—it seems—a bold statement and it 
cannot be swallowed without reservation. It is a known fact that at the timo of the 
last strike in September 1923 consequent upon the then wage-cut, the advanced type of 
mill agents were not in favour of this wage-cut. This wage-cut was only suggested to 
help the mills which could not be said to be managed with reasonable efficiency. It seems 
that the Mill-owners’ Association is confident of their statement; it is therefore for the 
mill-owners to provo this fact with facts and figures stating that (») efficiency has remained 
the same (ft) wages before the war were equal to the rise in the cost of living since 1914. 
Certainly the whole fault cannot be laid at the doors of tho labour remuneration alone 
unless they prove that the wages are higher and tho unit of work smaller. I do not accept 
the views expressed by the Association. 

65. There was no unduly liberal distribution of bonuses to the operatives between 
1918 and 1923 as will be seen from the following figures :— 



Year 


Mills 

Profits 

Dividend 

Bonus 





Lacs Rs. 

Per cent. 

Per cent. 

1917 



.. 6G 

302 

56 

Nil 

1918 



63 

228 

83 

Nil. 

1919 



66 

615 

61 

24 

1920 



77 

1,010 

59 

2-8 

1921 



77 

846 

63 

4-8 ■ 

1922 



77 

387 

73 

12-0 


These figures go to prove that the percentage of bonuses distribut'd to labour were 
comparatively meagre when compared with the large dividends paid to the shareholders 
as a birth-right of theirs us stated by the Mill-owners’ Association whereas it seems that 
they do not place any value on the encouragement of labour. This idea! of the Associa¬ 
tion is greatly responsible for the present state. When considered with the number of 
additional hands employed by the industry (approximately 40,000) the percentage of 
bonus distributed by the mill-owners still goes down. I do not consider that the depression 
was responsible for the liberal distribution of bonuses to operatives. 

76. There are practically no available facilities for technical education for ordinary 
operatives in Bombay or Ahmedabad. An ordinary full time course in spinning and 
weaving is given by the Victoria Jubilee. Technical Institute in Bombay and also a 
specialcourse of two hours in a week for theoretical education, but this is quite 
inadequate in comparison to the vast population of the operatives in Bombay. For the 
supervising staff the technical educational facilities are quite inadequate and tho 
standard for such admission is very high and difficult. 

Tho absence of such technical educational facilities in the textile centres like Bombay 
and Ahmedabad is a great hindrance to the growth of efficiency among the mill operatives. 
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77j Attention is invited to the comparative wages given in the Government publica¬ 
tion “ Prices and Wages in India ” whioh show that higher uages are paid in the cotton 
textile industry in comparison with any other industry in India. Tho reason for snch 
high wage payment is due to the industry being of a more complicated nature. This 
wage payment on a high soale is not restricted to India alone but is prevalent in all the 
textile manufacturing countries of the world. 

80. Unless adequate technical educational facilities on practical lines ape made avail¬ 
able to the mill operatives either by Government or the Mill owners Association there 
is no prospect of operatives attending more spindles and looms. 

82. Apparently it would seem to a layman that double-shift working in mills might 
reduce the cost of production, but taking into aacount the aversion to night-work and the 
legislated prohibition of the employment of women for night-work it is impossible to 
introduoc the double shift system in mills. Assuming that there was plenty of labour 
for day and night, the adverse factor of production of inferior quality of work at night¬ 
time as a natural result would be disastrous. 

D. Overhead charges 

85. Insurance is effected against risks of damage to stocks, buildings and machinery 
by fire, riot or civil commotion and in some cases against loss of profits during enforced 
stoppages. Risks under the Workmen’s Compensation Act are also insured against by 
mills. Those insurances arc at present put through the sub-agencies secured by the mill 
agents themselves in almost all cases. If the Mill-owners’ Association undertakes this 
branch of business the industry will surely save a good deal collectively. Kven with the 
present system a large percentage can be saved if the rebates given to the mills is given 
to the mills themselves and not poolceted by the agents in their capacity as insurance 
agents or brokers. 

Insurance companies arc known to give a rebate of 3S to 40 per cent, of the premiums. 
Mills are known to be receiving 25 per cent, whereas 10 to 15 per cent, goes into the 
pockets of the managing agents. This is really a very high percentage secured by the 
managing agents for the mere performance of the duties of a broker without taking upon 
themselves the slightest risk. The mills should receive nearly 12J per cent, of this rebate 
and the Agents should get 2} per cent, for their brokerage. 

86. Depreciation should be reckoned as a charge on production and not on profits. 
Depreciation Bhould he considered as a matter of fact a rental value of machinery and 
building in the same way as interest ohargeablc on capital borrowed. 

When the machinery or building gets old or out of date them should bo a provision to 
replace it and this is the real function of the depreciation fund. 

As a common rule mills do not conform to this sound system. 
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Witness No. 75 

Mr. K. S. DESHPANDE, DADAR, BOMBAY 

Written Statement dated August 1926 
Section I 
General 

1. The depression in the cotton textile industry is not confined to Bombay alone, but 
extends all over India, but the severity of it is felt more in Bombay than in Ahmedabad 
or in upcountry centres. On going through the balance sheets of 65 leading mil Isof Bombay 
one finds that nearly 50 per cent, are showing debit balances ; whereas the rest are just 
making both ends meet. This was for the year 1924-25. The situation has become more 
dismal for the year ended 1926. 

2. It is not quite possible to stato the exact proportion of the causes leading to the 
present depression, but we can very well imagine the nature of the causes (i) The fall 
in the general prices after the boom, (it) economic impoverishment of India’s best 
European customers and (Hi) political unrest combined with the growth of the local 
industry in China have all oombined to bring about the depression ; besides this there 
are the special factors operating in India («) Government’s exchange policy since 1893 
and artificial raising of the rupee has not a little to do with tho loss of the export trade 
with China in the early part of the present century and (it) to tho encouragement of 
imports from the United Kingdom specially by raising the sterling exchange to 2 shillings 
and now to Is. 6 d. Again there are faotors specially operating in Bombay (i) Increase 
of Municipal taxation, (it) labour disputes, (tit) overcapitalisation of some of the mills 
and (i») spoculation-mania, which encouraged paying of proportionately high dividends, 
have aggravated the situation in Bombay. 

3. (i) Temporary causes of depression. —So far as the competition from Japan and 
Italy due to depreciated currencies is concerned it is bound to disappear soon ; because 
no country can resort to artificial depreciation without its harmful effects. Germany 
and B'rance tried it but now the former has stopped it. 

(it) Political unrest .- -Economic interests of the nations are so dependent that each one 
would be compelled in its own interest to make peace with others. In this connection 
Professor Keynes book on ‘ Economic effects of war ’ is worth perusal. FrancehftBbeen 
obliged to enter into commorical treaties with her up till now hated enemy—Germany, 

(1) Permanent causes.— The Indian cotton industry is hopelessly organised for 
economical production for marketing of its own product as compared with its competitors, 
viz., U. K. and Japan. 

(2) The Governmentof India'sexchange policy directed as it is towards encouraging 
imports in India is a serious cause of depression. 

(3) The Indian agriculturist is deprived of getting the full return of his produce by the 
raising of the value of the rupee, thus restricting his purchasing power. 

4 and 5. Yes. 

6. The gradual fall in the value of cotton may help the cotton industry but this may 
react unfavourably on the buying power of the ryot since he may receive proportionately 
lower values for his product—cotton. 

7. For the last three years owing to the large output of American cotton prices have 
been falling. This has effected the yarn and piece-goods market. The merchants have 
adopted a hand to mouth polioy in their purchases and this has also reacted on the 
industry unfavourably. 

8. The rise in the value of the agricultural produce is now 40 per oent. above the year 
1914 whereas the prices of cloth are still 100 per cent, over the prewar rate. And 
accordingly the ryot has “ to out his cloth ” (ref. Bombay Jjibour Gazette.) 

The masses are a highly indebted olass and it is a myth to suppose that they invest 
their savings in gold or silver to any appreciably large extent a'nd to the extent that they 
do it, it is the Government currency policy that is to be blamed. Large imports of gold 
and silver do not mean that these are bought by the masses who form the large 
proportion. 

12. Please see Appendix No. 1. 
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Section II 

Nature and extent of competition between imported goods and those of Indian manufacture 

13. The present depression in the textile industry cannot be directly attributed to 
the loss of the Chinese market for yarn beoause the Indian mills had anticipated the loss 
of this market in the early part of the century and had accordingly changed their policy 
by putting up more looms. 

The rapid growth of the Chinese local industry—has been largely responsible for the 
ousting of the Indian yarn. Japan's nearness to the market and the easy facilities to 
export yarn to China affected the Indian trade. The difficulty of securing freights to 
Hongkong was also responsible for the fall in the trade but if we look to the production 
of woven goods in the Indian mills which has gorffe up in the year 1924 to 1,970 million 
yards from 1,614 million yards in the year 1917, we may say that yarn was being more 
profitably woven in Indian mills. 

14. Japanese competition so far as grey goods is concerned is real; for instance taking 
tho production of grey goods in India we find that the. production of T cloths, domestics 
and sheetings has gone down from 137 million yards in the year 1917-18 to 77 million 
yards in 1924-26, Japanese imports have ousted even the United Kingdom whose 
imports in India have fallen from 833 million yards to 727 million yards. So far 
as depression is due to foreign imports, United Kingdom competition has a lot to do 
with it for, tho total imports from the United Kingdom increased to 1,698 million yards 
in the year 1924-25 as compared with 1,440 million in 1922-23. On account of this and 
increased imports from Japan by nearly 48 million yards the increased production of 
Indian mills could not be marketed in India. • 

Asregardsimportsof yarn we find the production of yarn in Indiain 31 a. to 40a. which 
was 24 million tbs. in 1917-18 has gone down to 19 million in the year 1924-26. This can 
only be explained by increased imports from Japan. In counts upto 20s. there is no 
appreciable foreign competition. Between 21s. and 30s. foreign competition 
isdwindling. The real competition occurs in counts where the Indian mills production 
over 30s. though small is slightly on tho increase and requires special legislative 
cncouragoment. 

Though total imports from Japan represent only 6 per cent, of the total Indian mill 
production this percentage is much higher in the case of greys and long cloths, and it is an 
economio axiom that the prices are governed (everything also remaining the same) 
by the marginal quantities. If the Japanese goods sell cheaper the reaction in the prices 
of similar goods is direct and other sorts indirect. 

Japanese Government aids to cotton industry :— 

(1) It has fostered and encouraged technical and commercial education most 

extensively over the last 30 years, 

(2) It has encouraged and fostered the shipping industry by reserving the coastal 

trade to its own nationals and encouragement to the building of a mercantile 
marine. It is due to this that Japan oan secure raw materials from 
America and India in her own bottoms at special rates and also can export 
manufactured goods. 

(3) It has appointed consuls in all tho principal centres of trade. 

(4) It has encouraged a general policy of establishing new industries by various 

state aids which has increased the general wealth of Japan. It has also passed 
a special act giving rebates to export guilds and long term loans are given to 
exporters. Competition from Japan is likely to increase because from the 
census report we find that the population in that country is rapidly increasing. 
Since 1914 there is an increase of 1 crore and to give work to this 
population intensive industrial policy will have to bo followed. 

Competition from the United Kingdom. —Though the imports of piece-goods are not 
directly competing with those produced in Indian mills, still there is every reason to 
believe from the experience of past history that the United Kingdom will not sit with 
folded hands and will rocapture her best market, viz., India, either by producing coarser 
goods if necessary as was prophesied in the lectureby Sir W. Clare Lees, an ex-President 
of Manchester Chamber of Commerce, or by reorganising the industry for imports into 
India by all possible methods. There is a discernible tendenoy among the consumers in 
India to favour finer goods and tho Indian mills some of whioh are now directing their 
attention, legitimately, to this line, will find pi Lancashire fi formidable rival to their 
progress. 



Imports of African cotton into India 


Year. 

Tons. 

1917-18 .. 

1,192 

1918-19 

2,821 

1919-20 

2,052 

1920-21 .. 

2,797 


Further, so long as India has not the full oontro! over her ourrency and general 
economic policy Government's assistance to keep cotton industry will not be very 
appreciable. 


Section III 
Internal Competition 

The extensions of existing upeountry mills and erection of new mills are not of great 
importance, because still out of the total looms and spindleB nearly half are located in 
Bombay and nearly | between Bombay and Ahmedabad and the percentage to 
total production is as under :— 

Total for 1924-25. Percentage to total. 

Bombay. Ahmedabad. Native States. Other Centres 

1,970 million yards. 60 per cent. 22 per cent. 8 per cent. 20 per cent. 

1924-25, Bombay percentage to total 986 million yards or 50 per cent. 

Ahmedabad mills percentage to total 446 million yards, 21 per cent. 

It is only in case of Native States, where perhaps the industry receives special 
facilities that the total production has increased but the total per cent, is still only about 
9 per oent. 

Therefore it oannot be said that Bombay has more disadvantages as compared with 
other centres. 

“ It cannot be said that there is much internal competition. Bombay mills havo 
few advantages such as the following over the up-country mills and Ahmedabad 

(1) They oan get machinery supplies and stores at cheaper rates. 

(2) They can save in interest charges, as they have not to stock the above supplies. 

(3) They can get better financial facilities at cheaper rates. 

(4) They oan now get cheap electric power supply. 

(5) They can find support from the organised piecegoods traders- 

(0) They can get cheaper rates so far as these are quoted by railway companies to 
encourage imports. 

Set out against these are the following Disadvantages as compared with Ahme¬ 
dabad and upeountry mills in general :— 

(1) Direct competition from imported foreign goods. 

(2) Labour disputes (Ahmedabad is not immmune) and comparatively'higher cost 
ue to climate. 

(3) Comparatively higher local taxation. 

(4) Double railway freights for getting the raw materials and railing manufactured 
goods back to the consuming centres. 

Special advantages and disadvantages Ahmedabad Mills have over Bombay 

(1) Bombay mills have to pay something like Rs. 14 to 16 per candy by way 
of freight on cotton. Ahmedabad mills have nearly two-thirdson this account only, as 
they could buy their supplies from the Viramgaon and Broach districts. But this 
advantage is largely set off by the increased freight charges which Ahmedabad mills 
have to pay for coal. Besides they have to pay railway freight on the supplies of 
machinery, stores, etc. 

(2) As regards proximity to large upeountry centres Bombay iB more advantageously 
situated in the matter of railway freights. Mr. S. C. Ghose in his monograph on railway 
rates in India has made the point that railways generally quote more favourable rates 

mo Y 422—20 
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to the ports than for upcountry centres (page 388). The rate for cotton from Multan 
to Karachi, 575 miles, is Rs. 1-0-9 per maund whereas rate from same place to Delhi is 
Rs. 2-3-2 the distance being 454 miles. 


Competition of the Handloom Industry 


It cannot bo said that handlooms are in any way competing with the mill industry 
but are likely to help it. 

Handlooms have on the contrary suffered much owing to mill competition and had 
to take to special lines, Handlooms have now turned their attention to weaving of 
special kinds of fabrics with special designs in mercerised and silk yarn. The members 
of the last Industrial Commission reported that “ handlooms are consuming increased 
amounts of yarn and they believe the weaving from coarse yarn is declining while medium 
and fine yarns are on the increase ”. If therefore the mills turn their attention to supply¬ 
ing the requirements of handlooms in yarn direct, to weavers and also help them in mar¬ 
keting their products they will find in them a great source of strength. 

A large amount of yarn is consumed in sarees (Deccanee) manufactured on 
the handlooms in Baroda, Ahmedahad, Indore and Sbolapur also at such centres 
as Madura and other centres in Madras and elsewhere. At present handlooms 
are using imported yarns, as very little yarn for counts 40 and above is supplied by the 
mills. 


Comparing the consumption of yam in the year 1905-06 in mills in the balance available 
for handlooms we find the position as under :— 


In 1905-06 
1920-21 


Total amount of 
available for 
consumption. 

43 millon lbs. 

62 million lbs. 


Mill consumption. 


14 million lbs. 
33 million lbs. 


Balance available 
for handlooms. 

29 million lbs. 

29 million tt>s. 


This shows that the rapidity of increase of woven goods is greater in the millR than 
by handlooms though the latter have maintained their position. 


Section IV 
Mill Management 


40. There are mills in Bombay as well as in Ahmedahad, in Sholapur, Cawnpore, 
Madura and Madras, who could satisfy this criterion, but it cannot be said that the industry 
as a whole is carried on ‘ with reasonable efficiency and economy 

41. Almost all the big industrial concerns in India are controlled and managed by 
agency firms and the cotton textile industry is no exception to this rule. These firms 
have played a-great part in whatever industrial progress we see in India. 

The Industrial Commission expressed their views on the system and it being a oorrect 
representation it isrepoduced:—“ We aro much impressed by the strong evidence of 

high prestige ossessed by the better class of agency Arms.of 

efficient management, cautiouB finance and watchful attention to the interests of the 
clients enterprises. ” 


42. In Bombay and mo3t of the upcountry centres a very large proportion of mill 
agents receive commission on profits. Certainly by payment on production mill agents 
may go on producing stock and receive commission without caring to reduce the cost 
of production. Under the system of commission on production the mill agents only 
go on producing coarse and heavily sized cloth as is evident in Ahmedahad where the 
system prevails. Very few enlightened mill agents of the type of Messrs. Morarji Goculdas 
& Co. could be found who would encourage production of finer quality goods in a mill 
under their management though they receive commission on production. 

43. Managing agents in most of the cases do oharge and receive office allowance 
which sum they do not spend fully on office expenditure, etc. Barring a few exceptions 
of upright agents purchases and sale of cotton purchases of machinery and stores, 
effecting insurances for the mills and sales of cloth, are done through the departments 
or firms in which the managing agents or their friends or relatives aro financially 
interested. Though there is nothing illegal still this leads to undue partiality and 
consequent loss to their mills, 
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In very few oases the minimum commission is provided where it is charged on 
production irrespective of profits. 1 

But they also observe in their remarks that these firms are more inclined to . 
develops commerce rather than industries and it is in this that the weakness of the 
system lies. They are apt to take a narrow view of industry, whereas industrial 
concerns require a long and broad outlook. 

On theoretical grounds the system could be criticised from various points; but in 
business one has to look to practical results. One must admit that under the managing 
agency system the cotton industry has been steered through many a critical period and 
in the face of hostile Government, legislation and complete apathy. The cotton industry 
of Bombay is at present managed by the following well known firms :— 

(1) Tata Sons. 

(2) Currimbhoy’s. 

(3) E. D. Sassoon. 

(4) YV, H. Brady. 

(5) James Finlay. 

(6) Petits. 

(7) Morarji Goouldass. 

Can it not be said that they are firms where dealings are above suspecion f 

Now there is one line of argument against the system, in whioh there is some truth. 
The system is open to criticism in that it i3 hereditary and it leads to a very unequal 
distribution of wealth. A few wealthy men come to control the industry and the large 
number of workers have no voice in the management. This can be remedied by giving 
employees shares in the mills by co partnership schemes which are now being successfully 
tried in the United States Steel Trust, Lever Bros, in Great Britain and many other 
works. 

Agency firms are still on account of their high financial strength able to secure finance 
for the industry from the public by way of deposits or from the banks on tho pronote 
signed in their personal capacity at much lower rates of interest. 

Section V 
Mill Finance 
Over Capitalisation 

45. As regards Bombay tho following mills representing nearly spindles 3,36,000 
and looms 8,895 were over capitalised during the boom period. 

(1) E. I). Sassoon Group consisting of (t) Moyer ( ii) Rachel (»»*) Jacob (iv) Sassoon 

(v) Turkey Red Dye Works. 

These mills were changed from proprietory concerns to a limited company, at 
boom prices of machinery and construction owing to higher general rates of profits 
earned on capital and high rates of interest. The oapital of 2 crores out of 
6 crores was issued in the form of preference shares oarrying 7J per cent, cumulative 
interest. 

(2) The Tata Mills purchased the Bombay United Mills (Mangaldas) at an inflated 
price of Rs. 1,51,00,000 and the old shareholders obtained nearly 10 times the original face 
value. These very mills are now sold to the Swadeshi Mills Co. at Rs. 36,00,000 thus 
involving a capital loss of Rs. 1,15,00,000. To meet this the Tata Mills raised a deben¬ 
ture loan at 7j per cent, interest. 

(3) Hongkong and China Mills; Kilaohand Mills, Diamond Mills, Elphinstone, Apollo 
all these were capitalised on the basis of high prices ruling in the boom. These represent 
nearly 1J lacs of spindles and 1,000 looms. We see from the results of the working of 
these that these mills are hard hit owing to fall in profits and natural reaction after the 
boom. 


Under Capitalisation and extension during the boom 

46. The following mills in Bombay extended their mills without providing for the 
lecessary of capital. 
mo y 422—20a 
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— 

Spindles 

Looms 

(1) Planet 

35,000 

913 

(2) Aasurveerjee 

39,000 

600 

(3) Gold Mohur 

38,000 

1,050 

(4) Madhavji Dharamaey 

37,000 

863 

(6) Kastoorchand 

82,000 

913 

(0) Shapurjee Bharucha 

97,000 

67) 


3,28,000 

6,010 


47. The following figures go to prove that those responsible for management of tho 
industry engineered heavy speculation and distributed proportionately liberal dividends 
without much foresight:— 

Bombay Millt 


Number of Mills 

Year 

Net profit after allow¬ 
ing for depreciation 
Inoome Tax 

Dividend per cent 

66 

1917 

Lacs of Rs. 

302 

66 

03 

1918 

228 

83 

66 

1919 

616 

61 

77 

1920 

1,010 

69 

77 

1921 

846 

63 

77 

1922 

387 

72 


48. Capitalisation of Bombay and other mills in India .—If we go through the balance 
■beets of most of the cotton mills the following facts with regard to the way in which 
mills obtain their capital are visible:— 

(1) Ordinary Capital .—In proportion to the block acoount paid up oapital Is much 

less, this leads to borrowing at a proportionately high rateB in the time of dull 
trade. This is visiblo in the present state of our mill industry. The figures of 
interest on borrowings are large. Bank overdrafts seem to be common in most 
of the concerns. 

(2) Preference Shares .—These are not so popular in India owing to the very 

unsatisfactory state of the industry now and previous to the war. This method 
is also not popular in Lancashire. 

(3) Debentures.-—Theae Beem to be resorted to as an ultimate resource and do not 
seem to bo a popular method of borrowings by the mills. 

(4) loans and Deposit .—Many good concerns borrow heavy amounts as short period 
deposits from the public no doubt st lower rates where the credit of the 
concern is sound. This is rather due to paucity of banking facilities or confidence 
in the banks. In the ordinary times this method of borrowing has a great 
advantage as it enables the mills to keep capital low relative to their assets 
and consequently to productive and profit earning capacity and as the rates 
of interest are fixed st a relatively low rates the profits available to shareholders 
enabled these mills to pay higher dividends than if the whole of these monies 
were to be in the form of oapital. 

The disadvantage of this form of borrowing is that during the times of depression 
suoh as are prevailing now profits arc low and interest has to be met, whereas had it been 
share capital tho principal would have been fixed and there would have been no liability 
to pay interest. 

(e) Reserve and Depreciation and other funds .—It is the oommon practice of the mills 
to employ these in the business, Thu praotice seems to be followed because it adds to 
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ho capital resources of the concerns and in good times its earning capacity is on doubt 
greater than it would be if the same were invested outside. Althougt this may be a strong 
point in the favour of the funds being employed in the business of their own the method 
has great disadvantages. 

The object of such funds is to provide for resources at the time of dull trade. 
Depreciation funds against machinery, building, etc., are meant to provide sums whioh 
will be sufficient to replace machinery or to displace worn out and out-of-date plant. The 
funds whioh are invested in the business it would be difficult if not impossible to use 
for the purchase of machinery, etc. Tf the funds had been invested outside they would 
more readily be available to meet the depression. 

49. So far as Bombay mills are concerned they are too dependent upon the 
short term loans from individual depositors or from the banks for short terms on 
hypothecation of their assets. 

These methods are open to serious disadvantages. 

In the oase of public deposits we found that one mill, Assurvirjee, had to close its 
oors on account of the run from the depositors. 

As regards Bank loans those mills who have taken loans from the banks are at the 
mercy of the banks and are put to unnecessary interference, more so in the present 
times of depression. Banks advance the amounts which could be recalled at once. The 
policy followed by the Muir Mills of Oawnpore, Madura Mills of Coimbatore and Binny 
Mills is well worth imitation by other concerns. 

60. The practise of investing the funds is not very common. 

61. In pre-war times mills could borrow money at comparatively cheaper rates than 
now. Even hist class mills are now paying 1 to 1 j per cent, more than they used to 
pay in pre-war times. 


Section VI 
G. Labour 

64. The Association’s statement about the labour cost being the main' factor in the 
increased cost of manufacture is rather too sweeping. It is common knowledge that a 
the time of the labour strike in the year 1924-26 all the mill-owners were not in favour 
of a wage cut. It was only meant to help the weak mills, which cannot be said to have 
been capitalised or financed and managed with efficiency. 

Mill-owners should prove two things to show that they are now paying more for a given 
unit of work than in the year 1914 : 

(1) That wages before the war were adequate and kept pace with the rise in the 

cost of living. 

(2) That the efficiency of labour'has remained stationary. 

If labour has not improved in efficiency, the blame cannot be repudiated by Govern¬ 
ment for not having provided free primary and compulsory education and also by the 
mill agents, who failed to provide labour with sanitary dwellings or such amenities of 
life as would compensate for the hardships and fatigue of factory life in an overcrowded 
city like Bombay. The management also cannot be credited with a liberaland enlightened 
policy if they fail to invoke in their employees a feeling of community of interest in the 
work. If labour were to feel that loss due to the concern is a personal loss, it will 
surely wastolesstimeinloiteringand willlookaftermachinessothatthese may give their 
utmost. 

Such a feeling in the workers can only be evoked by introduction of profit sharing 
or co-partnership schemes which are now being tried successfully on a large scale in 
America and other Western countries. India should try these methods and should learn 
by the lessons of the other industrial countries before the clevage between labour and 
capital becomes wider. 

In the present state of our mill industry the employers should take their employees 
into their confidence and show by facts and figures that all other sources of economies 
have been tried, By making sacrifices themselves workers will surely respond and will 
make the necessary sacrifice. 
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Bonuses distributed during the boom period cannot be said to have been liberal 
after looking into the following figures :— 


Year 

No. of Mills 

Lacs of Rupees 
net profit after 
deducting depre¬ 
ciation 
and taxation 

I 

Dividends, I 
per cent ' 

i 

Wages in 
LacR 

Bonus, 
per oent 

1917 

66 

302 

56 ; 

258 

Nil 

1018 

63 

228 

83 ! 

370 

Nil 

1919 

66 

615 

61 | 

382 

2-4 

1920 

77 

1,010 

59 

624 

2-9 

1921 

77 

846 

63 j 

691 

4-9 

1922 

77 

387 

72 i 

718 

12 

1923 

75 

—117 

Not known, j 

706 

12 


Dividend per cent, is very high, whereas per cent, bonus to net profits is low and this 
to total wages paid in every year is barely J per cent. 


66. The reduction of hours since 1922 has neither affected the spinning nor weaving 
section of the industry as is evident front the total figures of production in Indian mills. 
The yarn production has gone up by nearly 26 million pounds and piecegoods by nearly 
239 million yards in the year 1924-25 as compared with the year 1917. The fall in 
the year 1923-24 is due to strike. 

F. Transport 

95. The arbitrary discrimination exercised by railway companies in India in fixing 
rates of freight on goods traffic from one centre to another has often been a subject of 
wide and bitter complaint in the past. The subject has been discussed before the Railway 
Commission appointed from time to time as also in the press and on the platform. It 
received prominent attention at the sittings of the Industrial Conference whioh used 
to be held annually in conjunction with the National Congress until some years ago. 
Latterly, however, the larger political and economic issues have absorbed public attention 
to a degree previously unknown, with the result that specifio disabilities have failed to 
receive the amount of attention to whioh, by their importance in the national economy, 
they are really entitled to. 

The representation submitted by the merchants and mills of Sholapur to the Railway 
Board on the subject of disparity in railway freights as affecting the industrial and com¬ 
mercial interests of that town, gives public opinion an opportunity of expressing itself 
on the question and of agitating for the removal of an injustice to which not merely 
Sholapur but the whole country has been subjected. For, it must be remembered that 
the particular grievance of Sholapur is only one of the many disastrous consequences 
of the policy adopted by railway administrations in India actively supported by the 
Government of India itself. Before we proceed to examine this larger aspect of the 
problem, let us review as briefly as possible the speoifio complaint of Sholapur. 

The representation, whioh has been signed by all the principal merchants dealing in 
textile goodB and also by all the five oot ton mills in that town, is a short, simple and matter 
of fact statement. Elaborate argument there is none, presumably for the simple reason 
that it requires none. On the face of it, the memorial is modest in scope and intention 
and is content with stating a fact and making a request relying on the power of facts 
to carry conviction. The facts mentioned in the representation may be summarised 
thus. 

The mills and handlooms of Sholapur manufacture, on an average, 225,000 maunds 
of cloth and 131,000 maunds of market yarn, every year. Almost the whole of this 
quantity is exported out of Sholapur. Under fr. ight, from the five mills alone, the 
annual earnings of the railway amount to over Rs. 10 lacs. 

Sholapur has an extensive trade in piecegoods and yarn with ali centres in India, 
especially Calcutta, Delhi, Cawnpore, Madras, Amritsar, Bombay and Bangalore. 

For the export of its outturn Sholapur is solely dependent on railway transport. How 
exactly Sholapur is victimised on this vital necessity of transport, will be evident from 
the following figures :— 

Bombay to Calcutta via Jubbulpore is 1,333 miles, 

Bombay to Calcutta eta Nagpur is 1,223 miles, 

Sholapur to Calcutta via Nagpur is 1,323 miles. 





Sll 


and yet the rate from Sholapur to Calcutta is Rs. 4-7-2, i.e., fully three timet the rate, 
viz., Re. 1-8-1 from Bombay to Calcutta. The rate from Sholapur to Calcutta via Bombay, 
a distance of 1,500 miles, is Rs. 3-0-1, less than the rate for Sholapur to Calcutta direct. 


Further, note the distances and rates to Delhi from the undermentioned stations:_ 



Distance. 

Rate. 

Bombay to Delhi 

957 

Rs. a. p. 

2 10 3 

Madras to Delhi 

1,509 

4 0 0 

Sholapur to Delhi 

1,058 

4 0 7 

We next take Madras :•— 

Bombay to Madras .. 

794 

10 0 

Sholapur to Madras .. 

611 

1 10 7 

Take Cawnpore:— 

Bombay to Cawnpore 

839 

2 4 2 

Hubli to Cawnpore 

1,158 

3 8 2 

Ahmedabad to Cawnpore 

1,137 

2 4 10 

Sholapur to Cawnpore 

941 

3 11 7 

These tell-tale figures reveal a 

chapter of cconomio injustice which it is 

needless to 


reinforce by citing numerous other instances of similar wrongs at the hands of railway 
companies in India. The favouritism shown to certain centres which happen to be 
either the principal ports of export or recognised strongholds of foreign owned industry 
has been desoribed in mild language as “ preferential treatment ”, But we daresay 
that this description doos scant justice to the full nature of the wrong deliberately inflicted 
with a view to stimulating exports of India’s raw products and maintain unimpaired the 
monopolist supremacy of what are really Indian owned but foreign controlled railways 
at tho expense of the poor Indian tax-payer and consumer. 

Under present conditions an upoountry merchant finds it cheaper to buy cloth made 
in Sholapur from Bombay than from Sholapur direct. If circumstances were nffrmal, 
such a merchant would be promptly directed for examination by a mental expert; but 
when one finds that under the present railway regime the merohant is right, the quest 
for insanity has to he made in other quarters. If such a quest is made, it will be discovered 
that it is a case of insanity with a purpose. Minds unpossessed by the gospel of exploitation 
may find it hard to account for a grossly strange anomaly of this character, but the 
railway companies with the full concurrence of Government know what they are about 
and will continue in their course of unjust rate manipulation to the detriment of our 
national interests until the pressure of publio opinion compels a return to justice and 
sanity in the objects and methods of railway administration in India. 

The principal industry of Sholapur is the textile industry, which is at the moment 
in a bad way. The burden of unjust railway freights tells more heavily in timos of such 
depression when the mills are forced to seek new and distant buyers for the clearance 
of their goods. 

The signatories to the memorial, who are thoroughly representative of the commercial 
interests of Sholapur, have drawn attention to this q uestion at a time when it must 
appeal more effectively to all right-thinking men. We hope the Railway Board will 
take prompt measures to remove the specific grievance of Sholapur at an early date 
and then proceed to eliminate at least the glaring inequalities of freight rates for all the 
principal centres of industry and commerce in the country. 

Appendix No. I 

(A) Mills which have changed hands — 

Planet, Gold Mohur, Jivraj Baloo, Diamond, Industrial, Hongkong, Elphinstone, 
As8ur Virji and New China. 

(B) Mills which have closed down — 

Raja Bahadur Motilal Pitty Mills, Diamond, Industrial, Jivraj Baloo, Planet, 
Hongkong, Dinshaw Petit, and Emperor Edward. 

(C) Mills which have gone into liquidation — 

Planet, Gold Mohur, Jivraj Baloo, Diamond and Hongkong. 
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Witness No. 76 

Mr. SHRIRAM KHUSHALDAS, MOOLJI JETHA CLOTH MARKET, 

BOMBAY 

Written Statement dated Bombay the 21st August 1926 

I submit that the present agitation started by the Indian millowners regarding alleged 
competition by Japanese mills is to a great extent fictitious. To a very small extent 
there may be some truth in tho Indian millowners complaint regarding hours of labour, 
etc., in Japanese mills but the present condition of the Indian mills is the aftermath 
of the war conditions and is chiefly due in my opinion to the below-mentioned causes :— 

1. Prior to the war there was practically no textile industry in Japan. The Japanese 
however made big strides in the industry during the last 15 years or so. They adopted 
the most economical and most recent business methods and machinery to develop their 
industry. The Indian millowner practically adhered and still adheres to old and 
antiquated methods. 

2. Indian labour as compared with the Japanese and other labour in the textile 
industry is decidedly inefficient and inferibr. The Indian labouring class intellectually 
is far inferior and indolent. The Indian millowner has not cared to educate tho Indian 
labourer even in spheres of activities closely connected with the textile industry. He has 
always worked on the principle that any intellectual betterment or education of the 
labouring class evon in matters textile or industrious would be antagonistic to his own 
interests as millowner. The result is that the Indian labourer has hardly any incentive 
to give of his best to his master and hardly any interest in the well being of the industry. 
Moreover as hardly any Indian is trained by the millowner for the more responsible 
jobs and offices, foreign experts have to be imported on high salaries to do those 
jobs. 

3. Nearly all the Indian mills arc managed by agents who were the promoters of the 
company to which the mills belong. On the floating of these companies most of these 
agents have entered into fleeeingagreements with the companies to serve their own interests 
and not the interests of share-holders. Soma of the matters which enable or facilitate 
the agents filling their own pockets are :■— 

(i) In addition to payment of all office and establishment charges including salaries 
for managers, the agents charge a separate monthly allowance for themselves. 

(it) They also reserve a percentage of commission on the gross value of machinery 
and stores purchased for the mills and also on the gross value of the buildings and 
erections for the mills. 

{in) They also reserve in addition an agency commission which in former days was 
charged on the gross value of the outturn or sales irrespective of profits or losses. 
Recently some agents have commenced charging a high percentage on the net 
profits. 

( iv) The terms of their agency agreements with the mills are so stringent that even 
in ease of suspected frauds and mismanagement few if any share-holders would 
come forward to waste time and monoy in proceedings for their removal. 

(ti) In addition the agents have absolute control (subject to supervision of directors 
which is always nominal or formal) over purchases of stores, coal, cotton and 
machinery. These purchases are made from such firms and are so manipulated 
that the agents very easily poekot secret commissions. Where the agents do not 
make purchases they leave them to store-keepers or brokers (in most cases relatives 
or other connections of agents) who make secret profits. In such cases secret 
understandings between store-keepers or brokers and agents or their nominees 
are not unlikely. 

( vi ) The outturnofthe mills is sold through firms of soiling agents in whose firms many 
agents keep secretshares with the result that the sales are not effected invariably 
through persons most competent or disinterested to do so. These selling agents 
being also secretly connected with the agents are given more lenient terms then 
could be got in open competition. They are paid an additional commission to 
effect the sales of the products. 
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4. The treatment of the piece-goods merchants by the millowners (t.e., their agents) 
is becoming worse and worso from day to day— 

(i) The indent or contract form of the mills is so very stringent and is now so strictly 

enforced that, for all practical purposes, the merchant buyer has no remedy 
against the mills whether the buyer’s, complaint he for late manufacture 
or delivery or regarding, quality, short weight, shortage, had packing or any damage 
to the goods and on the strength of these terms the millowner even if be be at 
fault treats the merchants and their complaints with contempt. 

(ii) As compared with the importing houses the Indian millowner gives very few 
facilities to merchants in matters of delivery, payment, etc. 

(in) Evenwhenordersare placed on samples, few Indian mills turn out goods answering 
in all respects the colour, shade, texture, quality, finish, weight and dimensions of 
the sample. This invariably leads to a dispute with the merchant and retail 
customer. 

( iv ) After agreeing to sell certain goods on a monopoly to merchants some mills sell 
the same goods direot to third parties during the monopoly period. 

tv) Some mills contract to sell goods to merchants for forward deliveries extending 
over several months and then these mills sell the same goods direct in consuming 
centres for which places the merchants have to the mill agents’ knowledge bought 
the gohds. 

The result of these methods employed by the mills' agents and their selling agents 
has been to create more and more distrust day by day between them on the one hand and 
the merchants on the other hand. It is true that these merchants are only the middle 
men but in the present conditions and organisation of the industry they are indespensahle 
for the goods to reach consuming centres. At present they cannot be wholly eliminated. 

6. The Indian mills more often than not disregard the laws of supply and demand :— 
for instance where there are several milts owned by different companies and also where 
some agents hold a group of several mills all the mills turn out the same quality and 
desoriptionofclothwithoutregardto the demand for such cloth. Differently owned mills 
do so as a matter of competition with one another. Competition among merchants 
to outdo one another in buying a particular quality or description of goods also helpB 
the mills to turn out more than the required quantity. The mills also enter into contracts 
for sale of large quantities of goods to persons or merchants whose general unstable or 
weak condition would not justify such big contracts. The result on the whole is over 
production and stocks either accumulate with the mills without any buyer from them 
or where contracts are entered into with merchants, the latter are not able to take up the 
full outturn and both the mills and the merchants suffer and the rates have therefore 
eventually to oome down. 

6. There is no proper business organisation. The goods have to pass through a series 
of middlemen (who all charge their commissions or profits) before they reach the consumers 
whose capacity to pay for the goods is only limited. Because of these series of middlemen’s 
charges, the consumer finds it cheaper to go in for English or Japanese goods. 

7. During the war, the Indian mills could have permanently secured a big volume of 
the export trade to Africa, Mesopotamia and other countries. The Indian mills however 
neglected these permanent markets because of temporary higher profits nearer home. 
The inland trade has deteriorated and the foreign markets are lost because of the Indian 
millowners’ neglect. 

8. During the war several old mills changed hands at fabulous prices. Some other 
mills capitalised a large proportion of their war profits and invested them in extensions 
at war prices. The margin of war profits having disappeared, these mills obviously 
cannot show good results. 

9. Numerous companies for the manufacture of textiles were floated in the boom 
period. Many of these companies commenced erecting brand new factories of their own. 
The capital of these companies was fixed at figures which were calculated to leave a 
sufficient margin for working capital after answering all other needs. The expectations 
of these companies were not realised partly because, as the boom period waned, it became 
more and more difficult and in some cases impossible to collect calls and partly because 
the calculations of these companies based on insufficient knowledge and data and 
unstable prices all went wrong. These mills are all ruined. Some of them before 
liquidation even contracted huge debts. 

10. And lastly some of the mill agents and directors and even selling agents ore 
blessedly ignorant of the respective jobs undertaken by them. We know of mill agents 
who have not during their whole life handled cotton yam or piece-goods. 
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Annexubb A 
CONTRACT 

No- Bombay, ___jfS2 . 

We, the undersigned (hereinafter oalled “ the Buyers ”) hereby agree to purchase from 
THE BOMBAY DYEING & MANUFACTURING CO.. LTD. (hereinafter called “ the 
Company ” the undermentioned goods upon the following terms and conditions that is 
to Bay:— 



1. The quality of the goods shall accord with the recognised standard quality cloth 
manufactured by the Company. 

la. The quality of the goods shall accord with the sample submitted to and 
approved by the Buyers 
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2. The Company does not guarantee, except where a particular assortment is specially 
stipulated, any fixed assortment in the deliveries of goods of various dimensions and 
patterns, and in suoh cases the Buyers shall take delivery of and pay as herein agreed 
tor all bales (not exceeding the contract quantity) from time to time ready for delivery 
regardless of assortment. 

3. The Buyers agree to accept at the price herein fixed an assortment of bales to the 
extent of 10 per cent, more or less than the contract quantity, but as regards such limit 
the Buyers shall not be obliged to take up more than 5 bales more or less of each sort, 
including any loose pieces of each sort. 

4. In the case of goods sold at a fixed rate per pound the buyers shall not raise any 
objection or claim compensation for short weignt so long as the average weight per bale 
in each lot delivered does not vary from the invoice weight by more than 2 per cent. 
The Company does not guarantee the weight of any goods sold by the piece. 

6. The Buyers shall not be entitled to any allowance or compensation for any deficiency 
in the width of bleached and/or calendered goods when such deficiency does not exceed 
one inch. 

6. In the case of a sale of ready goods, payment therefor shall be made and delivery 
thereof taken by the Buyers within eight days of sale. 

7. In the case of a sale of goods for future delivery, the Buyers shall on the last day 
of each English calendar month take delivery and pay for in oash against delivery of as 
many bales as shall have been made ready during that month and either at the mill 
premises or at thegodowns of the Company as the Company may direct. 

8. The Company shall not be under any obligation to notify the Buyers of the number 
of bales ready for the delivery at the end of each English calendar month, but it shall be 
the duty of the Buyers to ascertain the number of bales ready for delivery from time to 
time and to pay for and take delivery of the bales accordingly ; if the Company shall 
notify the Buyers of the number of bales ready for delivery at any time, such notification 
shall be deemed to havo been given as a matter of favour only and without any obligation 
or undertaking on the part of the Company to give notice in future. 

9. In the event of the Buyers requesting the Company to despatch the goods either 
by rail, road or sea, and the Company acceding to such request the goods shall be at the 
risk in all respeots of the Buyers, from the time they leave the mill premises or godowns 
of the Company, as the case may be, including the risk of delay in delivery due to non¬ 
booking of the goods by the railway or shipping company for which the Company takes 
no responsibility. 

10. Where goods are to be delivered in lots or by instalments, thiB contract shall be 
deemed and construed as a separate contract in respect of each lot or instalment, and the 
rights and liabilities of the Company and the Buyers respectively shall be the same as 
though a separate contraot had bee*, made in respect of each lot or instalment. 

11. All goods of which delivery shall not be taken by the Buyers in accordance with 
the terms of this contract, shall as from the date on which delivery thereof ought to havo 
been taken be deemed to have been appropriated to this oontract and the Buyers shall 
bo deemed to have assented to such appropriation without any further consent on their 
part than is evidenced by their being parties to and signing this oontract. From the date 
of suoh appropriation the said goods shall be held by the Company for the account of 
the Buyers and at their sole risk as regards loss, damage, deterioration or otherwise and 
the price of the goods plus all charges shall carry interest in favour of the Company from 
due date at the rate of 9 per cent, per annum and the Company shall be entitled at its sole 
discretion and without any previous notice to the Buyers to sell the said goods on account 
and at the risk of the Buyers either by public Auction and/or private sale and either 
together or in lots and at such time or times and on such terms and conditions as the 
Company may think fit. If the net sale proceeds of the goods shall be less than the amount 
due to the Company for the price of the goods plus interest and all charges, the Buyers 
shall pay the deficiency to the Company on demand. 

12. The Company shall have a general lien on all goods of the Buyers for the time 
being in the possession of the Company (including goods already paid for but of which 
delivery may not have been taken by the Buyers) for the total amount due to the Company 
for the time being under this contract and also for any amount due to the Company under 
any other contract with the Buyers either aloue or jointly with another or others. 

13. In respect of all goods of which delivery shall not be taken by the Buyers on the 
due date the Buyers agree to pay to the Company on demand annas 8 per bale per month 
or any part of a month for godown rent and annas 4 per bale per month or any part of a 
month for insurance calculated from the due date for taking delivery thereof to the date 
on which aotual delivery shall be taken by the Buyers. 
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14. TIf any goods while in the possession of the Company shall be destroyed and/c. 
damaged from any cause whatsoever after the due date for delivery thereof to the Buyers 
any sum recovered from the insurance of such goods against such destruction and/or 
damage may be applied by the Company in satisfaction in whole or in part as the oase 
may be of the price of the said goods plus interest and all charges, and if the sum so 
recovered shall be less than the price of the said goods plus interest at 9 per cent, and all 
charges the Buyers shall pay the deficiency to the Company on demand, and on the other 
hand if the sum so recovered shall bo greater than the price of the said goods plus interest 
at 9 per cent, and all charges, the sellers shall pay the excess so recovered to the buyers 
on demand. 

15. If the Company shall be unable to deliver the whole or any part of any goods 
sold for future delivery by the time specified for delivery thereof by reason of the mills 
working short time, or its being expedient to stop the mills temporarily or by reason of 
fire, war, stoppage or hindrance in the supply of raw materials or fuel, explosion, aocident, 
strike, riot, lock-out or other disorganisation of labour or transport, breakdown of 
machinery, or any other inevitable or unforeseen event of any kind whatsoever directly 
or indirectly interfering with the working or the full working of the mills, the Buyers 
shall take delivery of such bales as tho Company may be in a position to deliver (if any) 
and the time for completing the oontract shall, as regards the bales not ready by the 
specified time, be extended for such time as the company may reasonably require to 
make up for the delay caused by stoppage, hindrance to or interference with the working 
of the mills or any other of the events or circumstances before mentioned PROVIDED 
ALWAYS that should the inability to delivery be continuous during a period of three 
consecutive English calendar months then the Buyers shall be entitled by notice in 
writing of their intention to do so, to cancel the contract in respect of any bales then 
remaining to be manufactured. 

16. If for any othor reasons than those mentioned in the last preceding olauso any 
portion of the contract goods is not ready for delivery by the specified time, it shall be 
lawful for the Buyers at their option either to cancel the contract in so far as it relates 
to the balance of the goods not then ready for delivery, or to extend the time of delivery 
for such period as the company may reasonably require, not exceeding one month, 
PROVIDED ALWAYS that if the Buyers shall elect to cancel the contract it shall be 
incumbent upon them to give the Company within seven days after the due date for 
delivery of the goods not then ready notice in writing of their intention to cancel and in 
default of such notice within the time aforesaid the Buyers shall be precluded from 
cancelling the contract and the time for delivery shall be deemed to have been extended 
for such period as the Company may reasonably require, not exceeding one month, to 
make ready for delivery the balance of the goods then undelivered. 

17. If in any of the oases provided for in the last two preceding clauses the Buyers 
shall not be entitled to make any claim for damages, allowance, compensation or otherwise 
in respect of such non-delivery or late delivery and shall pay for the goods delivered 
a price which shall bear the same proportion to the total price of all the goods as the goods 
delivered bears to all tho goods agreed to be delivered, and in the event of the time for 
delivery being, or being deemed to have been extended, all the provisions of this contract 
shall apply equally to the extended time as to the time originally specified, including 
therein the remedies reserved to the Company for failure on the part of the Buyers to 
pay for and take delivery of the goods then ready within the extended period and including 
the liability of the Buyers for interest. 

18. The Buyers shall not be entitled to make any claim for an allowance or otherwise 
in regard to the condition of the goods when once the goods have left the mill promises or 
the godowns as the case may be of the Company. 

19. The Buyers shall not be entitled to make any claim for an allowance or otherwise 
on the ground that the goods delivered are not in accordance with the contract unless 
notice in writing of their intention to make Buck claim shall have been given to the 
Company within ono calendar month after the date of actual delivery of the goods to the 
Buyers or to a carrier or other agent on behalf of the Buyers. In default of any such 
notice the goods delivered shall be deemed to be in all respects in accordance with the 
contract. 

20. In the event of any goods the subject of this contraot or any portion thereof being 
destroyed or so damaged by fire, water or other cause beyond the control of the Company 
as to render them unmerchantable while Btored at the mills or godowns of the Company 
pending due date for delivery the oontract in respect of such goods shall be deemed to 
have been cancelled by mutual consent and the Buyers shall have no olaim whatsoever 
against the Company in respect of such goods, but if the price of suoh goods shall have 
been then paid the Buyers shall be entitled to a refund thereof. 
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21. All disputes and questions whatsoever which shall arise between theparties hereto 
out of or in connection with this agreement or as to the construction or application thereof 
or the respective rights, and obligations of the parties hereunder or as to any clause or 
thing herein contained, or any aocount or valuation to be made hereunder or as to any 
other matter in any way relating to these presents, shall be referred to arbitration in 
accordance with' the rules of the Bombay Millowners’ Association for the time being in 
force regulating arbitrations with respect to yarn and piece-goods. 

22. Notwithstanding any such reference to arbitration as aforesaid the Buyers shall 
take delivery of the goods the subject of the reference and pay for the same as herein 
agreed, and unless the arbitration award is to the effect that the goods under dispute are 
“ no tender ” the Buyers shall be bound to accept the said goods on payment by the 
Company of the allowance (if any) awarded to the Buyers. If, however, the arbitration 
award is to the effect that the goods are “ no tender ” the Buyers shall be entitled to 
invoice back the said goods with any penalty the arbitrators may award. 

23. The Company has the option to manufacture the goods sold under this contract 
at either of their Mills (Textile or Spring), and the Buyers cannot raise any objection to 
same. 

24. Delivery of the said goods shall be taken by the Buyers as follows :— 



818 


Witness No. 77 

Mr. RATILAL T. THAKAR OF RATILAL & Co., 

BOMBAY 

Written statement dated the 3rd September 1926. 

I, the undersigned, have been connected with the cotton trade in Bombay for 
several years. I was a member of the Cotton Contracts Board and am now a mem¬ 
ber of its successor the East India Cotton Association, Limited. I am also a mem¬ 
ber of the Representative Committee of the said Association elected by the Broker’s 
Panel. The said Association lias invited the members of its Representative Com¬ 
mittee to submit to it their views pertaining to the enquiry your Board has under¬ 
taken at present, with a view to preparing a statement to be placed before your 
Board. I take this opportunity of submitting my views to your Board, while 
sending at the same time a copy of this statement to the said Association. 

The oity of Bombay which ranks second amongst the cities of the British 
Empire depends on two main activities for the maintenance of its prosperity and 
affluence, viz., the cotton industry and the export-import business. These two 
are in fact the foundation stones of the city of Bombay’s prosperity and if anyone 
of them is imperilled the edifice is likely to crumble. It is also equally true that 
any danger to the prosperity of this second city of the Empire will reflect itself on 
the whole country and also on the Empire. 

It has been noticed by those concerned for the past few years that the cotton 
industry of Bombay is losing ground and becoming worse day by day, and has now 
reached the final stage in its downfall. To tell the truth, it is lying on its death¬ 
bed at present. In my opinion there are two main causes for this state of affairs. 
The first of these causes is closely connected with the financial policy of onr Gov¬ 
ernment and the second is founded on the carelessness and want of technical skill 
on the part of our mill-agents. 

The first cause mentioned above divides itself into two main issues; and the 
issue concerning raw material ranks first and demands particular attention. 

At the outbreak of war in 1914, the price of cotton in other countries of the 
world as well as in India went down at first and the position became sufficiently 
bad to cause anxiety regarding the future of cotton growing and cotton industry 
in the country. However, the market began to improve soon after in 1915 as the 
demand for and scarcity of cotton in the world markets became apparent, the price 
of cotton began to rise, and with it the condition of the country went on improving. 
The climax was reached in 1917-18 and the price of cotton which was Rs. 125 
per candy (784 lbs.) in 1914 rose to about Rs. 1,000 per candy in 1918. As a 
natural consequence of this rise in prices of the raw material crores of rupees came 
into the country from outside and its economic condition improved for the time 
being. A mere glance at the figures of the increased amounts of currency notes 
in circulation in the country, the Government loans floated during the past few 
years and the war-bonds and other securities in which the people of this country 
invested their surplus wealth, will amply prove the truth of my statement. In 
short, by the rise in price of the raw material the country was growing more pro¬ 
sperous every day. 

However, those engaged in governing the country, evidently did not appreciate 
this state of affairs. Professing to act in the best interests of the country, they 
took the unwise step of controlling the price of cotton and appointed the Cotton 
Contracts Board to carry out their desired policy. The effect on the price of cotton 
was instantaneous. As soon as the intention of the Government concerning the 
appointment of the Cotton Contracts Board was known, the price went down by 
Rs. 150 per candy and a further fall to the same extent was registered soon after 
its appointment. The said Board began to function on the 1st September 1918 
and the first clearing held under its auspices registered the first fall in prices by 
Rs. 150 per candy. 

Evidently the Government were not satisfied with these results’ and they began 
to manipulate the exchange by selling Reverse Council Bills. That manipulation 
dealt a final blow to the price of cotton and ultimately it went down to Rs. 425 
per candy. During this period the position in the United States of America was 
quite different. During 1918 the price of cotton ruled at about 29 cents, while it rose 
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to 43'75 cents in July 1920. Had our Government not interfered in the matter 
the price in India would also have continued to rule high and would have made the 
country, especially the peasant class not only prosperous but affluent. As it ia, the 
action of our Government has resulted in a net loss of billions of rupees to the 
country in connection with cotton only and has ruined the peasant class entirely 
beyond any immediate hope of recovery. 

This naturally resulted in impairing the purchasing power of the people and in 
decreasing the demand for cotton. This together with exchange manipulations 
managed to ruin the piece-goods trade of the country. The piece-goods merchants 
suffered heavy losses and many of them were broken. This was reflected in its 
turn on the world-demand for piece-goods and the vicious circle ended in gTeatly 
curtailing the world-consumption of cotton. The price pf cotton in the United 
States of America also began to go down and in March 1921 it went below 11 
cents. The price in this country at the same time ruled at about Bs. 255 per 
candy. The purchasing power of thosd concerned was affected beyond limit. 
The Cotton Contracts Board fixed the rate of Bs. 255 per candy on 7th March 
but it was not possible to get buyers for good qualities of ready cotton even at 
the rate of Rs. 200 per oandy. 

At this period, t.e., in 1920-21, the movement involving the'use of country-made 
goods and the boycott of foreign goods had become very strong and as a result 
thereof the mills in India earned good profits. But a major portion of these profits 
remained only in books, since some of those who had contracted to buy on forward 
deliveries failed to pay for and take delivery of the goods. On the other hand the 
stock of goods at the mills began to increase and their prices went down. 

If a man ia slapped and boxed severely the dire effects may not be apparent soon 
after the thrashing. His condition will however become serious as time goes on. 
The cotton industry in India has also suffered similarly and the baneful effects 
are now apparent. If an employee becomes popular and consequently distasteful 
to the employer, he will have the former thrashed and when he is bed-ridden on 
account of that thrashing his employer will send a doctor to attend on him. Some 
such thing has happened in the case of our cotton industry. Our Government have 
thrashed the life out of it consciously or unconsciously and are now enquiring as 
to why it has been reduced to a skeleton. By its untoward and unwarranted in¬ 
terference the Government have succeeded in almost ruining the industry and are 
now appointing Committees and Commissions to enquire into the causes of that 
ruin. 

The first and foremost of these patients whom the Government are now making 
a gesture to doctor is the Tata Steel concern, which is now being given medicine 
in the form of a bounty, to prevent the patient from hastening to his untimely 
grave. The second patient is our cotton industry and if the Government honestly 
desire to attend to its revival, that result in my opinion can be achieved by increas¬ 
ing duties on imports. The prime necessity however is of ceasing to interfere in 
an untoward and unwarranted manner as done hitherto. Prevention is better than 
cure. If the individuals concerned in managing the affairs of our Government make 
honest efforts and give necessary facilities for the development of the industry, as 
they would do in their own country, I believe our mills will revive within a few 
years and will make the country prosperous by becoming the best producers in the 
world. 

Those connected with the management of the industry seem to believe that 
they can make big profits if they can obtain cotton at a cheap rate. However the 
experience of the past few years falsifies that belief. When the price of cotton 
goes down, it also impairs the purchasing power of the people to that extent, 
nearly 80 per cent, of the population being cultivators. While at the present price- 
level the purchasing power of the community has been reduced almost to a nullity 
it can easily he imagined what will happen if that level goes down still further. 
I do not believe the industry can ever make profits at a low price-level. 

The management of the industry also believe that they can obtain cottoD at 
cheaper rates and hence make good profits if the element of speculation prevailing 
in the trade is eliminated. They, however, seem to forget that if prices go down 
as they desire, Japan and other countries competing with them will also be able 
to obtain cotton for their mills at the reduced rate and will therefore be in a better, 
position to compete with them. They must also bear in mind that a lower price- 
level will result in lower purchasing and stocking power. 

It ie a fact that the Japanese mills obtain Indian cotton at cheaper rates than 
the mills in the country do. This is due to their organization. During the year 
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ended 81st August 1926, 18,73,836 bales were exported to Japan and China. The 
number of bales exported to these two countries during the year 1924-26 was 
20,22,688. A major portion of this stock is purchased by the three big Japanese 
firms in Bombay. In fact, they almost hold a monopoly for these purchases. And 
being such big purchasers they are able to control the cotton market by their 
timely manipulations. They buy not only in Bombay but also in the moffussil. 
They sIbo employ the system of double-hedging to their advantage very often. 
They make forward sales in Japan and make forward purchases here. When the 
crop is ready for ginning they buy in the mofussil and effect forward sales in the 
Bombay market freely, Consequently they succeed in depressing the price-level in the 
Bombay market which necessarily influences other markets in cotton-growing areas 
of the country. They also often appear to sell cotton in India against yam pur¬ 
chases in Japan and vice versa. During the year 1921 they openly gold cotton in 
largo quantities in the Bombay market. It is believed that by these manipulations 
the foreigners are able to obtain cotton %t cheaper rates. On the other hand the 
managers of the local industry are devoid of any such monopoly or organisation and 
hence are unable to manipulate the market to their general advantage. They are 
obliged to buy in the local market and more often than not the tendency of the 
mill-agents being to act in the interests of the sellers, the mills obtain cotton at 
higher rates. Besides, for want of liquid capital the mills here are unable to stock 
a large quantity and hence have to pay higher rates when need arises. Under these 
circumstances the mills obtain cotton on an average at a higher price than the 
foreigners do and very often they are saddled with low quality cotton. So long 
as the mill-agents continue to be careless and believe that personal effort is detri¬ 
mental to. their prestige and dignity, they will not be able to obtain cotton for 
their mills at the rates as cheap as the foreigners can. 

Besides there may be other defects prevailing amongst those concerned with 
the management of the industry but I do not profess to have any personal experi¬ 
ence in that connection. 

On the whole, I believe, that if it is considered necessary to preserve the well¬ 
being and prosperity of this second oity of the Empire it iB imperatively necessary 
to protect the industry and to gain that end I beg to make the following sugges¬ 
tions :— 

(1) An import duty of 12J per cent, to be levied on piece-goods imported into 
the country. 

(2) From the produce of this revenue a bounty of 10 per cent, should be 
given to the piece-goods exported from the country. 
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Witness No. 78 

Mr. J. H. WARDEN, BOMBAY 

Written Statement dated Bombay the 25th October 1926 

In my humble opinion the present depression in the cotton textile industry is more 
aoute in Bombay mills than in upcountry centres, as Bombay is further from the cotton 
fields and the consuming markets in India. This is more on account of higher labour 
charges, higher municipal taxes, and owing to its boingasea-port and getting tho full force 
of the foreign competition. The cotton cess and the duty in Bombay and general all¬ 
round duty of 15 per cent, on sizing material after the war and 5 per cent, on mill stores, 
etc., and heavy railway charges are all combined factors together with the raising of 
exchange to pave the way to the decline and downfall of the Indian cotton industry. 
I am of very strong opinion that the manipulated raising of exchange to le. 6 d. by the 
Government of India is the chief cause of depression, which is just like a 12£ per cent, 
bounty to British goods. The depreciated Italian and Japaneso exchange has also 
aggravated this grievance. This indirect bounty to the Japanese cotton goods 
has made its competition very acute for the last two years. The statistical figures 
up to 1924 are not the true criterion of the Japanese competition. The figures 
of the last two years should be closely taken into consideration together with 
the year 1926. 

I consider the present depression a permanent one. As long as the Government of 
India raise the exchange by manipulation, in the words of the Finance Member a few 
days ago before the Burma Chamber of Commerce, “ That tho resources of the 
Government of India aro ample enough to maintain the 18 d. exchange ratio against all 
bear tactics ” and declared “ the 16d. ratio a dead issue.” By this talk of the Finance 
Member I am quite emphatic that in the near future all that has boon left of the indigenous 
industries of India will die out unless protection is given against raised exchange. I 
further take the liberty to bring to your notice how the masses havo lost their buying 
power as they get 12$ per cent, less for their product in export by 18d. ratio which 
I consider to be another indireot effect in the cause of depression, i.e., that the masses 
have very little spare money to clothe themselves with. 

I now come to other shortcomings in the industry. The recent change to electrical 
power drive adopted by most of the Bombay mills iB a factor in raising tho cost of the 
cotton production in yam and cloth. The electric power supplied by the Tata Hydro- 
Electric Co., Ltd., is charged now on an average of '8 anna per unit; to this may be added 
steam required for sizing, calendering, insurance, pumps, maintenance charges, boiler 
staff, eto., which will be T5 anna per unit including capital charges for electric drive, i.e., 
total '95 of an anna per unit. This for a mill of 30,000 spindles and 1,000 looms indicating 
1250 H.P. = 936 K.W. for 10 hours = 9360 units per day = Rs. 656 per day at 95 of an 
anna. Whereas the mechanical power of the present steam engines with coal at Rs. 20 
per ton will be "6 anna per unit including sizing, insurance, maintenance, eto. — Rs. 351, 
i.e., in round sum of Rs. 200 more per day for eleotrical drive, i.e., 200 x 26 = Rs. 6,200 
per month x 12 = Rs. 62,400 per year more to be paid. I will give some practical 
experience of a mill that has changed to electric drive and has an increase of Rs. 5,000 
per month in power bills. Another practical experience in which an eleotrical drive 
contract was broken with the Tata Hydro-Electric Co., Ltd., at the instance of my former 
report against electrical power being too dear, and paid Rs. 80,000 as compensation 
to the Tata people and borne another Rs. 20,000 (twenty thousand) for expenses, etc., by 
the bona fide millowner. Another mill has paid Rs. 40,000 to the Tata people for breaking 
the contract and keeping the old mechanical power. 

As to the general talk and belief (1) that the mill agents are speculative and their loss 
transactions are transferred to mill accounts, (2) that there is inefficient and 
uneconomical top-heavy management and (3) no control over agency system of 
management on account of the defective Joint Stock Company legislation by the share¬ 
holders, I here with the greatest reluotance humbly bring before your knowledge 
without any reflection on any individual agenoy that there have been recently two or 
three oases in the court against some supposed-to-be dishonost agents. Generally such 
dishonest practice is very rare. It can be easily mitigated by amending the Company 
Act. 

(2) I am always in doubt whether efficiency and eeonq/my oan bo maintained to the 
full satisfaction of the shareholders, by the agents as long as the directors arc really 
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appointed by the agents themselves. The show of the shareholders appointing them at 
the general meetings is only eye-wash. It is an open secret that the directors are willing 
tools and mere puppets in the hands of the managing agents. They can have hardly 
any sufficient hold on the agents’ buying, selling and economical working of the industry. 
I do hope that the Board has got enough proof so that by way of precaution against such 
vagaries on the part of some agents radical changes may be suggested in the rules and 
regulations of Joint Stock Companies when protection is given to the cotton textile 
industry in the form of higher import duties. 

At this juncture I want to bring before the consideration of the Tariff Board the top- 
heavy management of some of the concerns. I state this without any prejudice to any 
party concerned, and I do hope and believe that the Tariff Board will consider it 
practioally without any reflection upon my exertion to bring before them what in my 
humble opinion are true and hard facts. I have the honour to bring bofore the scrutiny 
of the Tariff Board the top-heavy management in the employment of Europeans as 
heads of departments on princely pay, who have no experience of such departments. I do 
admit that this question is a very delioate one, but I cannot help bringing this before the 
knowledge of the Tariff Board, hoping that tho Board is really in earnest in finding out 
all the factors that have been aggravating the present depression, which can in my humble 
opinion be easily removed. Under such inefficient European heads of departments, 
the real management and responsibility as regards production, etc., have been entrusted 
to thoir assistants by the agents themselves. Your humble servant has got very bitter 
oxperienoe in one of the biggest firms in Bombay, that doffers, cut lookers, lap carriers, 
3rd year apprentices, fitters have been sent from Europe as carders, Bpinners, weavers, 
sizers, finishers, managers and engineers who have never taken any independent charge 
of such departments before. Such inefficient European offieorB as heads of the depart¬ 
ments are at the meray of their assistants, who manage everything for thoir ignorant 
superiors, under low pay. It is a pity that although able efficient Indian officers can 
be easily obtained at reasonable pay some of tho agents have tho weakness to appoint 
inefficient Europeans at tho cost of the industry. I assure you that I have no prejudice 
against certain number of able foreigners being employed who can teaoh and bIiow bettor 
management to the people of this country, but indiscriminate dumping of inefficient 
foreigners at fancy salaries is a great burden on the textile industry, and I do believe 
this is a not a small factor in raising the cost of production. The new Factory Act and 
the now Boiler Act are another burden on this industry. The former is very stringently 
appliod as regards whitewashing of the factories every year, building construction and 
overtime of the mill-hands, which should be reasonably slackened. The new Boiler 
Act wants two extra boiler attendants which I consider not necessary when a qualified 
mechanical engineer is thero to look after the boilers. 

With all the pros and cons I have put before the Tariff Board both in favour of the industry 
and against it I have come to the conclusive opinion that the chief cause of depression 
is 18d, ratio per rupee which saps the Very marrow of the cotton textile industry as a 
whole. If the Tariff Board cannot consider it in thoir power to suggest the lowering 
of the manipulated exchange to the original 16d, ratio, the Board should consider it 
their duty to Btrongly recommend the Government of India to raise the cotton textile 
import duty to 11 per cent, -f 13 per cent. = 24 per cent, automatically adjusting itself 
with any further raising of exchange in future. As to the refund on ro-oxport ] suggest 
arefund of only 11 per cent, in justice to Indian cotton textile export. All the other 
depreciated exchanges of other countries should have countervailing dutios lovied on 
their textiles according to their depreciated exchange. I think this is the only true 
solution of the question for good, i.e., for five years; otherwise the industry has again 
to apply for further raising of the duties, if the Finanoe Member raises the exchange to 
even 1«. 8 d„ which I, in my humble opinion, do apprehend, as a smack to the Assembly 
vote againBt the fixation of exchange to la, 6 d. reoommended by him. This duty also 
to be applied to yarn up to 40s counts. 

I further suggest that the board of directors should have at least two of them directly 
appointed by the shareholders only, without any proxy votes of agents or other directors, 
by a show of hands in the meeting by the shareholders only, who have proposed no 
other directors advised by agents. The board of directors’ responsibilities should be to 
all sales and purchase by the agents, i.e., to countersign the contracts by the directors 
within a week of the contract. This is not as a reflection on the honesty of the agents, 
but as a sure precaution against all vagaries of transferring the loss contracts of anyone 
to the mill aooount. The agents and directors should be prohibited from speculating 
in cotton, coal, stores and their agency shares. The balance sheet and profit and loss 
accounts should be quite clear In detailed items for an ordinary ^ man to understand 
the true position of the concern. This is simply as a precaution against any window 
dressing. 
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As to the depreciation account, I am of opinion that it should be used both for renewal 
of machinery and extensions, to be divided in equal proportion, and should be reckoned 
as a charge on production and not on profit. 

I am further of opinion that the cotton duty and ootton oess in Bombay should be 
abolished and in return an export duty of 3 per cent, on cotton should be imposed and the 
proceeds should be utilised for the well being of cotton cultivators, as in giving out 
dole in bad seasons and tagavi for seeds, etc. This export duty will affect the 
cultivators like a deferred income set back for bad seasons to help them. 
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Witness No. 79 

Mr. K. D. GORDHAN, BOMBAY 

Written Statement dated the 11th September 1926 

I have been carefully following tho proceedings of your Board, and one thing that 
strikes me most is the oomplete absence therein regarding the views of the man most 
concerned—I mean the dumb man at the plough. Me iB the one person who will be 
vitally affected by the decision arrived at by your Board, but the pity is that nobody 
cares to speak out on his behalf. 

You have heard the millowners and tho hundred and one interested persons who have 
grown fat on the textile industry, but no one has como forward to represent the point of 
view of the oonsumer. I bog to state that he ought not to be left out of consideration. 

A high tariff is alright to talk about. But who has got to pay for it ? Is it fair that 
the population of this poor land should be penalized in order that a few rich men may 
grow richer ? 

The poor villager of this country is unable to clothe his body except for a loin cloth 
and a pugree. A high tariff may go to doprive him even of this luxury! I think the 
millowners should bo told to put their house in order, instead of clamouring for a tariff 
wall, which may not prove an altogether unmixed blessing when granted. 
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Witness No. 80 

Mr. G. FINDLAY SHIRRAS, PRINCIPAL, GUJARAT COLLEGE, AHMEDABAD 

Written statement dated October 1926. 

Memorandum I 
Summary of Evidence 

The evidonce which is given below under the orders of the Government of Bombay, 
deals mainly with the causes of depression in the cotton mill industry, especially in 
Bombay (City and Island) and connected questions. The evidence is, of course, given 
in my personal capacity and I wish it to be understood that, although asked to give 
evidence, I do not appear, in order to speak for the Government of Bombay. 

Causes of Depression 

In section I of the Questionnaire the main causes of the depression are referred to in 
the queries which have been asked. In this connexion statistical tables have been 
compiled to show the financial results of the working of mills from 1917 to 1926. A 
statement has been prepared showing the fluctuation in the price of 42 cotton mill shares 
as compared with other industrial securities and fixed interest securities for each year 
from 1914. A statement has also been prepared to show the wholesale prices in food 
grains and oil seeds as oompared with raw cotton, and cotton manufactures from 1914 
to 1926. With this data it is possible to show with some degree of clearness a few of 
the main causes at work in regard to the depression. 

It will bo seen that the present depression in the cotton textile industry has been 
confined chiefly to Bombay (City and Island). It has to a less degree extended to other 
parts of India as will be seen from statement 1, showing the dividends per cent, of 
representative mills in Bombay (City and Island), Ahmedabad, Sholapur, Indore 
Bangalore, Bengal, Central Provinces, and the United Provinces (Cawnpore). In 
Sholapur the mills, despite the depression in Bombay City, have done well. All thingB 
considered, and at the present moment mills in Ahmedabad are as a whole earning fair 
profits. The statement ls of interest as showing also that mills in the same centre are 
not all affected to an equal degree. From 1917 to 1921 the mills were earning high 
profits. In 1922 the boom was past, but it was not until 1925 and 1926 that tho full 
effects of the aftermath were experienced. Tho millowners of Bombay (City and Island) 
have been the most hit by the depression. This depression has been the most 
difficult industrial period known since the sixties in the industry, and if general 
world trade conditions are included, the most difficult industrial period known fOT 
a hundred years. 

The general depression of the trade after the short period of the Armistice boom was 
not foreseen. Many people did not comprehend how closely India was linked in her 
economic solidarity to the outside world, and how financial stringency, the outcome of 
impoverishment, due to the war and the political unrest in Europe, would restrict credit 
and retard schemes of development all over the world. When I was in America on 
study leave last year, I had an opportunity of examining at first hand the special 
investigations which have been undertaken by the Department of Labour and Industries 
of Massachusetts into the condition of the textile industry in that State, where the 
working hours for women and children in textile mills have been limited by law to 48 
per week and 9 hours per day, while in no Southern State except South Carolina where 
the weekly limitation is 55 hours and Tennessee 75 hours is there a limitation of less than 
60 hours per week and 10 hours per day. Moreover in Massachusetts the employment 
of women and children in textile manufacturing is prohibited after 6 p.m. and before 
6 a.m. but in none of the Southern States is night work by women prohibited in the 
cotton mill industry. The official enquiry referred to this in the following terms : “As 
it is considered necessary to employ women in cotton mills both in the North and in the 
South this limitation of hours in which the work can be performed by women appears 
to be the most important handicap suffered by the Massachusetts mills in their 
competition with tho mills of the South. Cotton machinery has become almost 
automatic and the more hours the machines are operated, the greater will be the 
production for the same overhead. However, the records presented later in this report 
show that actually, notwithstanding the limitation of the maximum hours of employment 
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in this State, the mills in Massachusetts are not operated any lose continuously than 
the mills in other New England States in which the legal maximum number of hours 
is in no case less than 64 per week. 

Evidently, therefore, the restriction which most seriously affects the manufacturer 
in Massachusetts is that which prohibits the employment of women after 6 p.m. and 
thereby renders it practically impossible to operate the textile mills in this State with a 
second shift of employees, even though none of these employees have been employed in 
excess of 9 hours in a single day or 48 in a week. Ab a matter of practice most of the 
operatives in Southern mills work 55 hours per week during the day-time^ 10 hours for 
five days and five hours on Saturday, and then if necessary a night shift (including 
women) may be employed for 60 hours—10 hours each night, except Saturday and 
Sunday nights. Thus w’hen occasion requires the spindles are operated (on a two- 
shift basis) even as many as 106 hours per week, as against a maximum of 48 hours in 
Massachusetts. ” 

For somo time previous to and during the greater part of the year 1922 business in the 
cotton mill industry in Massaohusotts was not normal, and most of the mills were operated 
on a part-time basis or with reduced labour or with both. Strikes took place and the 
industrial oonflict was prolonged. Similarly in 1924-26 the Lancashire cotton industry 
which has 39 per cent, of tho world’s spindles, as compared with India and Japan with 
one-sixth, found it impossible to do business, owing to the dearness and scarcity of 
raw material, the narrowness of margins, and the settled determination of customers 
to buy cautiously. Manufacturers were harassed by dear cotton and were faced with 
the prospect that if they converted it into yarn, they would be left witb largo stocks 
of dear goods when cotton fell in value. The spinning and weaving mills consistently 
played a very cautious game. Not since the cotton famine brought about by the American 
Civil War in 1861 has there been such a long spell of depression and unemployment in 
Lancashire and the only course has been to make the best of a bad job. The acceptance 
of “ desperation ” prices have not, therefore, been unknown and overhead charges 
remaining normal and production being reduced to a minimum the financing of business 
was unusually difficult. At the present time the ideal conditions have not yet arisen, 
namely an ample supply of raw cotton at reasonable prices allowing to thB grower a 
fair reward and placing the manufacturer in a position to produce cotton cloths at prices 
within roach of the poorer consumers. The cost of raw cotton plays an exceptionally 
largo part in determining the price of cotton goods, and the recent largo estimates of the 
American Crop will make for lowor prices of the manufactured article. The stocks in 
Lancashire and in Bombay will have to be cleared before the mills see an easy market 
for their goods. It is not in the interest of the spinner or the manufacturer that raw 
cotton should be so cheap that there is little inducement to the cultivator to grow 
cotton. Foreign competition though not negligible does not account for the prevailing 
depression in Lancashire today. This can be met without difficulty when goods can be 
produced at o, reasonable cost, and the world is in a position to buy normally. 

In Bombay (City and Island) in 1923, the stocks were high and millowners intensified, 
often unwillingly, the depression by holding back from the market when prices were 
falling. On 31st January 1924, the stock of cloth was 160,000 bales as against a prewar 
average of from 40,000 to 50,000 bales. At the end of July 1920 the holdings were 
140,000 hales and in September they may have decreased by 20,000 to 30,000 bales- 
Before the war it is possible that on occasions stocks were as great as today, but these 
were spread over between mills and merchants in Bombay and upoountry, while today 
the stocks are, generally speaking, carried by the mills themselves, and they have, there¬ 
fore, a greater burden in arranging for finance. In Ahmedabad at this moment there 
may ho some 60,000 bales in stock. It is not possible to give a comparative figure for 
Ahmedabad in regard to stocks in the prewar period as there has been a large increase 
in the cloth producing capacity of the mills in thiB centre. 

Statement IV deals with the fluctuation in the prices of food grains, oil Beeds, as 
oompared with raw cotton and cotton manufactures including Indian made production. 
Today food grains are 41 per oent. above the prewar level. Oil seeds 40 per cent., raw 
ootton 44 per cent., manufactures 80 per cent., Indian made long cloth 71 per cent, 
apd chaddeTs 63 per cent, more than in the prewar period, July 1914. It must be added 
that these figures take no account of the turn over of the cultivator. For example he 
may be selling more owing to good harvests and his profits may be higher with the 
increased produce. It must also be remembered that he is not buying as much cloth 
as he used to do, on account of the increased prioes charged to him for mill made goods. 
Before the war the consumption of cloth per head was about 18 yards per person. In 
recent years it is not more than approximately 13 yards per head. This may be partly 
owing to the high prioes of cloth during the period of the war and for some years later 
the consumer here had to restriot himself to a lesser quantity, on account of the high 
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prices for the manufactured article. This habit continues and will continue so until 
prices fall considerably. 

The table showing the value of cotton shares as compared with other securities year 
by year from 1914, which I compiled for the Stock Exchange Committee, when Director 
of the Labour Offioe, Bombay, brings out another factor which is by no moans negligible 
in reviewing the causes of depression. The enormously high value of 1920, 1921 and 
1922 followed by reaction recalls to mind the sensitiveness of the market in Bombay, 
especially when it is being tampered with. There are in Bombay 82 mills near each 
other and in a small area and the market is naturally sensitive to internal and external 
influences. In 1919-20 merchants in Bombay heavily bought forward and large sums 
were lost through the fall in prices. Many were also speculating and more than one 
was attempting to corner. Certain people were speculating heavily in land, gold, etc. 
Dealers lost large sums and the credit of merchants suffered severely. No longer was 
it possible for merchants to have the credit that they formerly had. It is unnecessary 
now to recall the speculation which led to certain mills ohanging hands and the effects 
of this on credit. In this period, as it will be seen from statement 1, the dividends were 
large and in some cases against the financial interests of the company. 

In spite of this, not a few mills weathered the storm in a remarkable fashion as the 
three following balance sheets of mills marked A, B and C clearly illustrate, especially 
the items Reserve Funds and Liquid Assets ending 3lBt December, 1924, dearly show 

Rs. 

62,74,600 
1,31,49,266 
1,35,09,184 
.. 8,13,998 

1,29,67,304 

4,67,14,261 

Block Expenditure .. .. .. .. 2,91,07,762 

Liquid Assets .. .. L .. 1,74,60,465 

Profit and loss accounts .. .. .. .. 1,46,024 

4,67,14,251 

28,00,000 
22,29,348 
40,774 
23,10,904 






73,81,026 

Gross Block 

Less depreciation 

. . 



60,20,531 

21,70,613 

Net blook 

Liquid Assets 




38,49,918 

35,31,108 

Capital 

Reserve Funds .. 

Depreciation Funds 

Other Funds 

Sundry Liabilities 

•• 



18,60,000 

38,11,428 

71,65,620 

17,31,028 

70,28,607 





2,15,86,583 

Block expenditure 

Liquid Assets .. 

Profit and loss accounts 

•• 

•• 


1,27,37,911 

87,48,008 

1,00,664 


B. Capital 

Reserve Funds .. .. .. .. 

Other Funds 

Sundry liabilities including profit and loss accounts 


A. Capital 

Depreciation Fund 
Reserve Funds .. 
Other Funds 
Sundry liabilities 


2,15,86,583 


These mills are in Bombay (City and Island) and are with others ably managed. 
They show the strength of some mills after years of depression following the boom. 
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Otic also notices that mills situated together in Bombay and, therefore, under the 
same condition of trade depression, produce widely different results, owing to internal 
management. Eor example, one mill may have been successful in itB sale of cloth or 
purchase of raw cotton, while another might have been unable to produce the same 
degree of success in its production, on account of less efficient management. 

It is noticeable how in Bombay and Ahmedabad, several mills do not cover their 
purchases of ootton, generally made in the beginning of tho cotton season (when cotton 
is cleaner and better then it is possible to obtain later) against which purchases mills 
have not sold cloth or yarn. It may be advantageous to sell against the actual purchase 
of cotton. Thus one may sell futures at 14 annas in the extent of 150,000 baleB and 
buy 75,000 bales six months later at 12 annas and 75,000 to cover the contracts at 
10 annas, thus making a gain against a loss which is credited to the mill. Where a 
mill has sold yarn or cloth and where it is unable to secure the actual or suitable raw 
material, from which it is produced, it may be advantageous to buy futures to the extent 
of the yarn or cloth sold. When suitable cotton comes on-the market, the cotton is 
purchased and futures purchased sold. One transaction balanoes the other and the 
profit is secured on the sales of cloth or yarn. One group of mills in Bombay sold in 
New York and Liverpool American futures some time ago and covered their losses upon 
the holdings of raw ootton and cloth. The result was that the balance sheet shows very 
small losses in spite of the capacity of mills. Otherwise, these mills would have lost, 
it is said, something like Rs. 25 lakhs. Clever management and the avoidance of waBte 
today are more important than they ever were in the Indian cotton industry. Mills 
should protect themselves to a greater extent than is customary from fluctuations in 
prices by adopting whichever of these measures are suitable for the business done. The 
“ hedge ” contract should be, as advocated by the Bombay millowners a single hedge 
contract as in Liverpool and Bombay instead of the present five hedge contracts. 
Speculation in futures often steadies prices. It develops the markets. As one writer 
says:— 

“ It is arguable deductivolv, but only on certain assumption, that speculation steadies 
prices, whatever plausible measure of steadiness be taken. The proof runs as follows: 
A developed market is constituted of experts of men who devote themselves to the studying, 
the foreshadowings of supply and the signs of change in demand. When an expert 
thinks price is going to rise he buys at once for future use. In consequence of his action, 
price doos not rise so much in the future as it would have done otherwise, provided that 
the expert was right in his forecast. Now the expert bases his decisions upon a study 
of the facts of demand and supply after a long acquaintance with the facts. In conse¬ 
quence, he will more frequently be right than wrong, if ho is a man of judgment. If 
he is not a man of judgment, and is more frequently wrong than right, he will dissipate 
his resources iu time, and voluntarily leave tho market ultimately, or be driven from 
it by his losses. Hence through a survival of the fittest, the majority of the experts 
on the market are likely to be men of judgment who study the market and are more 
frequently right than wrong. Hence their dealings tend to reduce the rangs of price 
variations and to reduce the average variation from the mean price. 

This deductive proof that speculation (which is aided, be it remembored, by futures 
on produce exchanges) tends to steady prices rests on two assumptions. The one assump¬ 
tion is that the dealers are experts with knowledge of market conditions. The other 
is that they do not tamper with the market. 

Tampering with the market, as the recent history of speculation in Bombay has 
shown, takes place when a man deliberately aims at altering the level of prices for his 
own personal profit. The man who ‘ corners ’ a commodity, i.e., gets a dominant 
control over its supply so that he can by having the supply in his own hands force 
up the prico, is said to tamper with the market. Mills will protect themselves from 
fluctuation in prices by dealing in futures and futures are not always speculated 
manoeuvres, but are calculations of the world’s consumption on the one hand and of 
the existing and future harvests on the other. 

In Bombay the Mathurdas Goculdas group of mills owing to the speculation of the 
agent in other directions were taken over by Messrs. Currimbhoy Ibrahim & Sons. 
The Apollo and Esplanade Mills similarly changed hands owing to the heavy losses of 
the agent Mr. Omar Sobani. These were taken over by Messrs. E. D. Sassoon. The 
David Mill changed hands similarly on account of one millowner cornering the shares 
and his being unable to find finds later. The Managing Agency went to Messrs. E. D. 
Sassoon. The Bombay United was bought by Messrs. Tata during the boom and 
resold later. The China Mill was closed by Mr. Mafatlal Gagalbhai. This was a spinning 
mill and was closed by him for two years as he could afford to do so, ostensibly on account 
of the profits on the share transactions of the mill, The Prospect mill, the Diamond 
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mill, and the Planet mill were also liquidated. The Jivrajballoo mill was a very old 
mill and it is said, not very well managed. 

In Ahmedabad several mills have changed hands, closed down or gone into liquidation. 
It is interesting to examine the list somewhat closely. 

I .—Mills which have changed hands 

The Indian Spinning Mill was a boom floatation with seoond hand machinery and 
the agent himself lost money. The Ahmedabad Cotton and Waste Mill was a prewar 
floatation which also contained second hand maohinery. It was short of working capital. 
The Swadeshi Felt Cap and Hosiery Manufacturing Co., Ltd., also suffered from 
shortage of capital. The Hathisingh Mills were Mills of old plant. The Shrinagar Mills 
changed hands because the agent got into difficulties through speculation and the Mill 
suffered from the beginning from insufficiency of capital. The Zaveri Spinning Mill’s 
agent got into difficulties independent of the cotton trade and absconded. The Sir 
Waghji Mill was a boom refloatation and from the first had insufficient working capital. 
Family troubles had also to do with the liquidation. 

II .—Mills which have closed down 

Of the four mills which closed down the Gomtipur Spinning Mills and the Hathisingh 
Mills had old machinery. The Oriental Mill also suffered from insufficient working 
capital and the same remark applies to the Vishnoo Cotton Mills. 

ITT .—Mills which have gone into liquidation 

The Whittle Mills, the Asarwa Mills, the Viramgam Spinning and Weaving Mills and 
Swadeshi Mills (in the Ahmedabad Association) have also gone into liquidation owing 
to speculation and in some oases to defalcation of the agents. It is commonly believed 
that the unfortunate position of the Whittle Mill is entirely due to mismanagement 
and speculation. 

In the Ahmedabad Millowncrs’ Association list of Mills which have gone into liquida¬ 
tion the Universal Mill was a weaving mill only and over-capitalised. The agent of 
the Zaveri mill as has already been mentioned absconded, while the remainder, the 
Gomtipur, Vishnoo Cotton, and Vaso Mumbai were handicapped from the start. 

What then is the conclusion ? Clearly this. It is dou btful whether the mills mentioned 
in the list furnished by tho Ahmedabad Millowners’ Association could have continued 
to run except under boom conditions. They were in most oases short of working capital 
or without up-to-date machinery. 

Japanese Competition 

The Bombay Millowners’ Association have rightly drawn attention to tho large imports 
of yarn and piecegoods from Japan in recent years. The statistics of yarn have in ten 
years increased more than 32 times, while imports of piecegoods have risen nearly 14 
times. When I was Director of Statistics with the Government of India, the increase in 
trade with Japan was always a matter of considerable importance and interest. It 
was noticeable, howover, that many of the increases were not really of a permanent 
nature. In regard to yarn and piecegoods, however, the same cannot be said, and in 
a sensitive market like Bombay with its 82 mills and large export and import houses 
the Japanese imports have given rise to serious questionings. It is this extraordinary 
rise “ as the Bombay Millowners’ Association points out, ” every year in Japanese 
imports which fills with dismay the minds of everybody who has a stake in the cotton 
mill industries of the country. If the Japanese imports go on increasing at the present 
rate, one hesitates to contemplate the plight in which the cotton mill industry of the 
oountry will find itself in about five or six years’ time. It is necessary, therefore, to 
look a little further into the question of competition. 

Great Britain with about one-third of the total world’s spindles in 1926, or nearly 
as many as all Asia and America put together, exported to India last year 300 million 
yards of cloth more than Japan produced even by working overtime, and the exports 
were fine goods, while the Japanese were coarse. The finer the spinning the less weigh t 
of cotton to be used. More work and less production are put into the production. It 
is not with England that the competition lies, but with Japan and to less extent with 
Italy. In Ahmedabad, for example, Italian yam was recently offered at one anna 
per lb. less than the Japanese. The real brunt of foreign competition at the moment is 
undoubtedly with Japan. In Japan as Sir Charles Lines pointed out “ our 
information went to show that in Japanese spinning mills the proportion of women to 
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men was as 3 to 1 and that on an average 26 days per month, and 19 hours per day 
were worked. There were two shifts. The result was that in 1923 the output per 
spindle was more than 200 lbs. of yarn. In India in 1924-25, the output per spindle 
was 87 lbs. of yarn. Thus the Japanese clearly get the advantage of large scale produc¬ 
tion. Similarly certain facts have come to our knowledge about the weaving mills. 
The ratio of women to men was 5 to 1. Particulars of 19 big mills showed that they 
worked 26 days per month and an average of 14 hours per day. The output of cloth 
per loom was 19,000 yards a year. In India it was 13,000 yards a year. 

The average daily number of operators in the spinning and weaving departments 
of the mills in Japan amounted approximately to 205,000 during the year 1924, of whom 
78 per cent, were womon and 22 per cent, men, while there is a total labour force of 
368,000 in Indian mills, of whom 153,000 are employed in Bombay (City and Island). 
In the cotton mills in the Bombay Presidency the proportion of women to men is 1 to 4 
and women are not employed as a rule in the weaving departments. The rates of 
wages, like the wages in Bombay have increased as will be seen from the following table 
published in the Labour Gazette, Bombay, in December 1925. The figures were converted 
into rupees at 1 yen equal to Rs. 1-9-0. The table is interesting as Bhowing the extent 
of the increased rates since 1924 which are converted throughout it seems (but this is 
not clear) at 1 yen equal to Rs. 1-9-0 and not at the average rate of the yen year by 
year. 


Year 


Average daily wages 


Spinning Departments 


Weaving Departments 



Men 

Women 

Men 

Women 


Rs 

a. 

P- 

Rs. 

a. 

P- 

Rs 

a. 

P- 

Rs. 

a. 

P- 

1903 

0 

8 

3 

0 

6 

3 

0 

9 

3 

0 

6 

0 

1914 

0 

12 

3 

0 

8 

0 

0 

14 

0 

0 

9 

6 

1915 

0 

12 

6 

0 

8 

0 

0 

13 

3 

0 

9 

3 

1916 

0 

12 

6 

0 

8 

3 

0 

13 

3 

0 

10 

3 

1917 

0 

13 

9 

0 

9 

3 

0 

14 

6 

0 

11 

3 

1918 

1 

1 

3 

0 

12 

0 

1 

2 

0 

0 

13 

3 

1919 

1 

12 

0 

1 

5 

9 

1 

12 

3 

1 

6 

3 

1920 

2 

7 

3 

1 

14 

0 

2 

7 

3 

1 

13 

3 

1921 

2 

4 

6 

1 

12 

3 

2 

5 

3 

1 

12 

9 

1922 

2 

6 

6 

1 

15 

0 

2 

7 

0 

1 

14 

9 

1923 

2 

5 

0 

1 

13 

6 

2 

5 

0 

1 

13 

3 

1924 

2 

6 

0 

1 

14 

3 

2 

6 

3 

1 

13 

3 


The average wages of men in the spinning department of the Japanese mills amounted 
in 1923 to Rs. 2-6-0 per day and of women to Rs. 1-13-6 per day, while in Bombay and 
Ahmedabad, side men and men piecers in the Ring Spinning Department earned about 
rupee 1 per day, while side women and women piecers earned 15 annas per day. Men 
spinners in Bombay earned Rs. 1-13-11 on time rates and Rs. 2-1-0 on piece rates, and 
in Ahmedabad Rs. 2-10-0 on time rates. 

In the weaving departments in the Japanese mills in the table above, it will be seen that 
wages earned are similar to those in the spinning departments. In the Bombay Presidency 
the average daily wages in the month of August 1923, for two loom weavers in the mills 
amounted to Rs. 1-10-0 per day as against in Japan Rs. 1-13-3 for women and obildren 
and Rs. 2-5-0 for men. The efficiency or inefficiency of Indian labour is discussed below, 
but, as far as can be gathered, it seems that on balance Japanese labour is more efficient 
than Indian labour,but, how far, owing to lack of full and accurate statistics it is impossible 
to say. Further information will shortly be furnished on receipt of certain statistics 
asked for from the International Labour Office, Geneva. The workman is more educated 
in Japan than in India and the climate is more in his favour. 

With reference to Japanese efficiency as compared with Indian efficiency there is not 
much statistical evidence of value. The character of the working foroe (in Japan), how¬ 
ever, as well as the quality of the materials worked with, and the general equipment and 
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organisation of plants, has not made for high individual efficiency. More than three- 
fourths of the Japanese cotton mill workers are young girls brought to the mills from the 
country districts. They bring to their work no familiarity with machinery or factory 
routine; and show little aptitude for it. Being young and small of stature the girl workers 
cannot be expected to manage any large amount of machinery. Moreover, the labour 
force is a shifting one, the majority leaving the mill within six months or a year. As a 
result, they do not acquire enough experience or develop the skill to furnish the mills 
with anything but a bare nucleus of skilled help. The Japanese mills lack many of the 
labour saving devices, such as automatic looms, which make for the high efficiency of 
American muls, and they are not usually so economically managed as in that country. 
Add to these conditions the fact that they are working mainly with inferior Asiatic cottons, 
subjeot to more frequent breakage of yams and stoppage of machinery, and therefore 
calling for more oonstant attendance, it can be understood why Japanese cotton mills 
require about four times as many employees to operate the same amount of basic equip¬ 
ment as are commonly employed in American mills. The consequent low efficiency per 
operative measured by output per day, goes far to counterbalance the advantage arising 
from the low daily-wages paid to each worker. During the paBt five years wages in Japan 
have risen more sharply than in the United States. There has also been a marked increase 
in the indirect labour costs incurred in furnishing board and lodging to the female workers, 
in the customary semi-annual bonus paid in Japanese plants, and in the increased expense 
of recruiting and training new workers. The Japanese manufacturers have been made 
aware of thoir reduoed advantage in costs of production by the increasing competition 
from the growing domestic industry in China, which, in producing for its own market, 
possesses the important advantage of the cheaper Chinese labour as well as the availability 
of the native grown cotton. In the important matter of improving the character of the 
working force and of developing a more stable and higher skilled body of workers, so 
essential to greater individual productiveness and the manufacture of goods of higher 
quality, little headway has thus far been made in Japan (United States Tariff Commis¬ 
sion. The Japanese Cotton Industry and Trade, 1921). 

The American Tariff Board found that while wages were about one-fifth of that being 
paid in the Southern mills of the United States (whose products are most similar to Japan) 
yet the mills have to employ four times as many workers to operate the same number of 
spindles or looms and accessory machinery. In costs other than labour Japanese petty 
and administrative expenses were lower than those in the States, but fixed charges were 
higher, higher business and land-taxes and higher expenditure for fuel and power. In 
Indian mills the number employed would be 3$ times the number in a Lancashire mill. 

The Japanese worker is better educated than the Indian- The Japanese Education 
Department issued in 1926 a general survey of education in Japan. The number of pupils 
in Japan in public institutions is nearly 11 millions as against 9,800,000 in British India 
with a population four times as large. In Japan all children of school-age are under 
instruction as against 30 per cent, in this country, and in Japan there is no difference in 
the proportion of boys and girls, while in India the difference is great and nearly 60 per 
cent, of boys of sohool-age are under instruction but only 6 per cent, of girls. In the 
Technical Continuation Schools of Japan are to be found the largest number of pupils 
next to that in elementary schools, viz., nearly 16,000 institutions. 

Statistics illustrative of Japanese cost of production have, as already noted, been 
asked from the International Labour Office, Geneva, and these will be incorporated 
in another memorandum. 

The most important fact regarding the Bombay cotton mill industry to-day is that as 
her conditions are approaching those in Western manufacturing countries although very 
slowly, the industry is losing some of the advantages that were herein the past, viz., cheap 
material and cheap labour ; to-day the mills must economise and improve their labour 
force, adopt more modern machinery and efficient methods, develop a wider range of 
goods and attempt to work up a more stable trade by better qualities of manufactures. 
Nevertheless to assist in this a safeguarding or protective tariff on the lower counts would 
be of advantage. It is true that the Fiscal Commission laid down that the Tariff Board 
in dealing with claims for protection must satisfy itself: (1) that the industry possesses 
actual advantages i (2) that without the help of protection it is not likely to develop 
at all, or not so rapidly as is desirable; and (3) that it will eventually be able to face world 
competition without protection. It muBt frankly be admitted that from the point of 
view of the Fiscal Commissions three requirements one (no. 3) is not complied with, but 
it is open to Government to consider the advisability of extending the Fiscal proposals 
or of imposing a safeguarding duty similar to the recent duty in Great Britain. Duties 
might be placed on cloths of the lower counts only, irrespective of the country of origin 
and perhaps also on yams. All cloths made from counts 30s warp and 40s weft and 
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under would be subject to these duties. This would a fleet a very large percentage of 
imports from Japan without affecting high grade imports to any considerable extent. 
Further details of this and its effects are dealt with in memorandum 2. 

Exchange 

The Bombay Millowners’ Association have referred to the question of a high or low 
exchange as one of the causes affecting the prosperity of the industry. The fact on 
page 37 of the printed Memorandum of the Board of its having been put as the first of 
the difficulties facing the industiy shows the emphasis assigned by the Association to 
Exchange. The Association has discussed this under two heads : (1) the effect of a 
fall in the gold value of the yen on Japanese exports ; and (2) the cffoct of a high or low 
rate of the exchange on the Bombay mill industry, the Association favouring a rate of 
Is. id. in place of Is. 6d. per rupee. 

The temporary effect of a fall in exchange acting as bounty to exports from Japan 
is of course truo other things being equal: Tho yen has now returned to its gold value 
and cadit quaestio / The mill-owners have pointed out that ' during 1925 and 1926 the 
Japanese have not had the benefit of a falling exchange but the general level of value 
of the yen has been low enough in itself to enable Japanese mills to undersell Bombay 
mills by a very considerable margin.’ 

In the table prepared bvthe millowners showing comparative prices of Japanese cloth 
and Indian mill-made doth in India it has been assumed that the average Bombay 
manufacturing charges have been 7£ annas per lb. since 1925 and that the yen cost of 
manufacture, 14)0 yens per candy, was constant throughout tho period for a mill working 
single shift. The Association did not submit a statement showing the movement of 
prices in Japan during the period referred to and the price level in India which are 
important factors in estimating the effect of this temporary bounty. In Table VJ 
appended, the prices in Tokyo in May 1926 were 177 as against 206 ■ 6 in 1924 while prices 
in India were 150 as against 177 in the same periods. Prices in Japan rose in 1924 aB 
compared with 1923 but did not appreciably rise in 1925. The average for 1026 was 
201-7. The depreciating exchange would have been of assistance to tho industry in 
Japan in regard to its oxport trade provided prices in Japan and India did not fluctuate 
violently making for increased cost of production in Japan (and that prices in Bombay did 
not change in the same period). In regard to Is. id. and Is. 6d. exohange it is unnecessary 
to point out that much discussion on the effect, of a high and low exchange has been going 
on since the Gold and Silver Commission reported. It is a question of ordinary arithmetic 
(and, therefore, not a question in dispute) to say that if the prices at which an exporter 
sells his goods in foreign markets be taken as fixed, a fall in the value of the currency 
relatively to the currency of another country increases his gross currency receipts by 
the amount of the fall. It is likely to increase bis profit in a muoh larger proportion or 
aB Marshall points out to turn a loss into a profit. No one disputes that fact. No one 
would dispute also that if the currency in India is rising in value and in Japan it is falling 
in value then employers in India having to pay relatively increased fixed charges, salaries 
and wagos may he complaining of depression while Japanese employers are making good 
profit. The gain of the Japanese employer is not dependent on the fact that his goods 
are exported, and it is partly at the expense of the creditors who finance the indsutry 
that produces for export and also largely of the employees industry both of whom have an 
important share in the industry. Marshall stated in his evidence before the Fowler 
Committee on Indian Currency the proposition as follows:— 

“ If tho statement is that a depreciating currency gives a bounty to the employer who 
is producing for export, I admit it; only I add, the bounty is just the same, and at the 
expense of just the same people, as that which he would get from a depreciating currenoy 
if he were producing for his home market, and not for oxport. Again it is common 
ground also that, when a country lends capital or returns any of its borrowings, 
or increases its payment of foreign dues (for example) increased its imports above their 
wont, then there is an increased demand for exporters’ bills; that this is necessarily 
aooompanied by a fall in the value of that country’s currency relatively to foreign countries 
causes a stimulus to exports, and increases, for the time, the profits of exporters. But 
all this does not go to show that a depreciated currency is a bounty to exporters in the 
way of causing an increase of oxports relatively to imports. On the contrary, any stimulus 
to exports relatively to imports which is not accompanied by lending to foreign countries, 
or returning loans, must necessarily bo followed and compensated, by an exactly equal 
falling off of exports relatively to imports. For it causes an excess of exporters’ bills, 
and that gives at once a bounty to imports. If tho bounty is not sufficient the discount 
on exporters’ bills rises, and, therefore, the bounty on imports rises, until precious metals 
or other goods come in. 
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“ The question has been further dealt with in my “Indian Finance and Banking ” 
(Macmillan & Co.) when the stimulus of a falling exchange is discussed (pp. 149—153) 
and in paragraphs 24 to 27 of the Fowler Currency Committee’s Report (1899), and also 
in paragraphs 21 to 34 of the Herschell Currency Committee Report of 1893. The Hilton 
Young Currency Commission on Indian Currency and Finance in Part IV of their Report 
on the stabilisation of the rupee point out that ‘the prosperity of an industry depends.’ 
on the soundness of its internal economy and itB adaptability to changing conditions 
(Paragraph 193). ‘ Broadly speaking, the arguments whioh have been brought forward 
to prove that a reversion to Is. 46. would be beneficial, merely show that during a period 
of adjustment of conditions to that rate, certain sections of the community (e.g., 
debtors, exporters, and employers of labour) would be benefited at the expense of certain 
other sections (e.g., creditors, importers, and wage-earners); they do not show that 
there would be any section at the expense of another, still less to the country as 
a whole.’ (Paragraph 205). 

“ The best interests of India as a whole now require that stability should be achieved 
without producing those disturbances which would be the inevitable consequence of 
adopting any rate but that which is current.” (Paragraph 213). 

Internal Competition 

In order to examine internal competition it is necessary to have reliable statistics of 
cost of production. The collection of such statistics is next to impossible as mills are 
unwilling to show their oostings even if individual concerns’ statistics are not published. 
A second difficulty is that scientific statistics of costings are not kept in many mills. 
After much trou ble the following statistics of costings in annas per lb. (24s or 24Js) in an 
average well established mill in Ahmedabad have been obtained. The statement is 


composite statement based on representative concerns :— 


Spinning Department 

Annas per lb. of 
yarn (24|s average) 

Spinning wages 

-87 

Card and framo wages 

Engine wages (engine includes engine-room and 

•36 

compound) 

■25 

Coal .. £7 rX j 

■36 

Stores 

■37 

Depreciation 

•35 

Interest charges 

■25 

Commission 

•04 

Ground rents 

•07 

Water rates 

■05 

Miscellaneous .. .. 

■07 


3-04 


Weaving Department 

Annas per lb. of yam 

Stores (including yarn purchased outside) .. 

2-05 

Wages 

1-51 

Coal 

•26 

Depreciation 

•28 

Interest charges 

■20 

Brokerage 

■17 

Agency Commission .. 

•52 


4-98 

Total 

8-02 


In Ahmedabad the cotton mixing is on an average in 75 anna per lb, cheaper than the 
mixing used in Bombay for similar counts. The ootton is cheaper because of the proxi¬ 
mity of the mills to the raw material. The Ahmedabad mills produce, speaking very 
generally, a lower quality of goods. They use more size, i-e., they require less quantity 
of yarn to produce the same quantity of cloth. In Ahmedabad 140,000 lbs. of cloth is 
made from 110,000 lbs. of yam made locally and 4,000 lbs. purchase. In a good mill 
like the One quoted by the Bombay Millowners' Association the costs are 8 ■ 14 annas. 
There is an addition of ■ 12 tbs- in manufacture, also • 75 for oheaper mixing and ■ 38 for 
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size equal to 1-25 anna minimum or 1-50 anna on average per lb, in favour of Ahmeda- 
bad. Lyallpur American New Cotton in Ahmedabad today, December to January 
delivery is selling at Rs. 16 per maund, or 6 -25 annas per tb., add loss 18 per cent.1-04 
annas equal to 7 - 29 plus 8-02 or 15-31 annas per lb. Cloth can be Bold in Ahmeda¬ 
bad today Re. 1 or Rs. 1-2-0. There is at the moment a profit of 1^ annas per !b. on 
cloth. 

The advantages which Bombay mills have over those in Ahmedabad are aB follows:— 

(а) Bombay has advantages over Ahmedabad owing to (1) its being at a large port. 
There is thus a saving in the prices of stores, and in the oase of export, economy in 
transport; (2) a, more humid climate. Humidity is all important in manufacture 
and the heat of Ahmedabad, especially in the hot weather, militates against good 
spinning. 

(б) Ahmedabad on the other hand has undoubted advantages over Bombay which 

make production from one and a quarter to one and a half annas cheaper. These are : 
(1) rates and taxes are much higher in Bombay ; (2) interest charges are muoh less ; 

(3) warehousing charges in Bombay are costly, whereas in Ahmedabad purchases of 
raw cotton are made in neighbouring district and the storing charges are not so high. 

(4) The cotton used is cheaper and the mixing is also cheaper than that used in the 
same class of mills in Bombay for the same class of cloth, (6) owing to better attend¬ 
ance in tho Ahmedabad mills it is said that the Ahmedabad worker gets more spinn¬ 
ing production. This I have been unable to verify satisfactorily. 

In regard to the oxtont which the hand-loom industry competes with the mill industry, 
I invite the attention of the Board to statistics which were prepared when I was Director 
of Statistics, and published in the Report of the Industrial Commission, 1918. 

Appended to this memorandum are the spinning costs of a mill in Lancashire. 

Labour 

The cost of labour in production is, if the raw material be included, between 12 and 
17 per cent, of tho total. If raw material be excluded the percentage is, of course, 
considerably higher. A statement has been prepared to show the movement of the wages 
in the cotton industry from 1890. Detailed figures will he found in volume 3, of 
Mr. Datta’s prices Enquiry Committee's Report (pages 4, 6,16, 40 and 41). Tho increase 
before the war was, it will bo seen, inconsiderable as compared with tho rise in wages 
that have taken place from 1920. Paragraph 193 of the Royal Commission on Indian 
Currency and Finance should be read in this connection. 

It is extremely difficult to get data which would show whether or not the unit of work 
is loss than it was before the rise in wages, per employee. This was enquired into while 
1 was Director of the Labour Office, but the results were not published, owing to technical 
difficulties in the compilation of the data, and rather than publish incomplete statistics, 
1 deoided not to publish them at all. This question of small unit of work has been faced 
both in England and the West since the reduction, by increased organization, and the 
conclusions which were arrived at in England and America are stated on pages 626 and 
527 of the Statistical Journal, July 1925, in my paper on “ Taxable capacity, tho burden 
of taxation and Public Debt" (pages 520-27). In these countries, with the reduction 
of hours in a large number of occupation there has not been a corresponding reduction 
in output. The worker has been able to produce more in a shorter working time and 
the main reason is owing to the great mechanical developments and improvements in 
organization. 

In Belfast I found that the reduction in hours has not beenfollowed by a corresponding 
reduction in production. In the spinning work there was no increase. Mechanioal 
perfection was great in the industry. The Chairman of the Linen Weaving Association 
Informed me, that shorter hours, together with the elimination of one meal hour (the 
early breakfast hour) led to more production of piecework. Similarly in the cotton 
industry in England the efficiency of machinery and operatives was so high that reduction 
of hours did not produce generally an increased output per hour. Those who tended 
looms had no longer to take the cloth to the stores and this increased organization led 
to increased production, even in the cotton trade. Better organization and supervision 
due in some cases to methods adopted by these industries, on raw produots, have still 
further reduced these losses. 

The Indian labourer cannot be called efficient. For example the number of ring 
spindles per spinner is 160 as compared with 570 with Lancashire. In one mill of whioh 
I know in Ahmedabad the nufiiber is 380 ; but this mill is spinning 60b and 80s, Wages 
are in this mill, I am told, 50 per cent, higher than in most mills in Ahmedabad. 
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(6) The number of looms per competent weaver is 2 ; in Lancashire 4 to 6 and female 
labour, as in Japan, is able to do this work. The labourer in Lancashire, in regard to 
this, is much more methodical. 

(c) The total operatives in the, spinning department per 1,000 spindles up to and 
including reeling, is 20 per 1,000 spindles spinning 24s. In some mills the num her is lower. 
In Lancashire the number is 13. 

(d) The total operatives in the weaving departments per 100 looms for grey and 
coloured goods respectively are 85 and 90. 

I was greatly struck by the effioienoy of labour in Massachusetts and throughout 
America. The Secretary in Washington, Mr. Hoover, disoussed this matter with me and 
emphasised the increase of production per head. One weaver using the automatic looms 
of the present day in the United States does work which oould be done by 9,600 weavers 
using hand-power looms. Similarly one worker in a modern spinning mill can produce 
as much yarn as can be produced by 4,600 spinners employing the old spinning wheels. 
The inefficiency of the Indian worker is further discussed in the Labour Gazette (Bombay), 
July 1926. The inefficiency is due to various factors the more important of which aro 
apart from heredity or nature, factors of environment or nature. With environment 
may be classed olimate, food, education, and housing. It is impossible here to deal in 
detail with those factors and reference is invited to my report on Working Class Family 
Budgets, in Bombay, published in 1923, and to some conclusions (derived from the 
statistics) that have been made by the Director of the Parel Institute, the Municipal 
Health Officer and others. The calories amount to 2,450 per adult, as compared with 
3,200 in England, and to over 4,000 in parts of the United States where much physical 
labour is required. 

In India, of course, the calories would be less as the body surface of the worker is less 
tho worker being small in size. 

The olimate is a hot one, so that the same amount of oalories would not be as necessary 
as in the West. These medical men have pointed out but the food supply is deficient in 
proteins, and especially, in facts, owing to the lack of milk and there is an improper 
balancing of the diets. Similarly education is extremely baokward and the result is that 
the workers do not keep up their machinery to the maximum efficiency. Workmen are 
careless about waste, keeping their machines far from clean and not oiling them. The 
worker smokeB and loiters and there is little of the pride in the machine and the work, 
which one notices in the West. In Lancashire, weavers (usually women) keep their 
machines clean and, in short, they are more methodical in their work. 

In Indian mills good production per loom is 78 per cent, as against 81 or 82 per cent, 
efficiency in Lancashire. A really good Indian weaver can get the same efficiency as is 
customary in Lancashire. On comparison the Bombay worker is quicker, more intelli¬ 
gent, and more stubborn (for example in strikes) than the Ahmedabad worker. 

The Ahmedabad worker is, perhaps, not so efficient, but he attends more regularly, 
and in Ahmedabad, after pay-day there is not that high degree of absenteeism which one 
finds in Bombay. The mills in Ahmedabad give a bonus for regular attendance and wages 
are paid every fortnight. The following statement shows the comparative rates of wageB 
in Ahmedabad, Bombay and Sholapur and other parts of Bombay Presidency. 


Average Daily Earningt 


Centre 

Men 

Women 

Big lads 
and 

ohildren (a) 

All 
work* 
people (a) 


Rs. a. p. 

Rs* a. p. 

Rb. a. p. 

Rs. a. p. 

Bombay City 

17 2 

0 12 6 

0 12 3 

1 4 2 

Ahmedabad 

1 6 2 

0 12 9 

0 11 4 

1 3 10 

Sholapur 

1 0 0 

0 6 4 

0 9 1 

0 12 9 

Baroda State 

10 6 

0 10 10 

0 8 0 

0 16 3 

Other centres 

10 1 

0 8 2 

0 8 8 

0 14 0 

Bombay Presidency 

16 9 

0 11 7 

0 11 4 

13 0 
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Statement 

Until labour improves it is doubtful whether the outlay in machinery would bo worth 
the expense of automatic looms. Labour lacks education and there are too few night 
schools where technical instruction might he given in the mill centres. The benefits of 
education are not yet appreciated as they ought to be. A good education as Marshal 
says confers great indirect benefits even on the ordinary workman. It stimulates his 
mental activity; it fosters in him a habit of wise inquisitiveness; it makes him more 
intelligent, more ready, more trustworthy, in his ordinary work ; it raises the tone of his 
life in working hours and out of working hours ; it is thus an important moans towards 
the production of material wealth. 

Summary of Conclusions 

1. Internal Economies. 

The root cause of depression is the lack of outlet for Indian made goods. The statis¬ 
tical tables show that all centres of the cotton mill industry have not boon equally affected 
by the slump following the extraordinary boom in-the years 1917-1921. Not only have 
the different centres been affected to a different degree, Bombay (City and Island) being 
the most affected, hut different mills in the same centre show very wide results in their 
working. In Bombay even in the past year mills have made a profit but these were those 
efficiently run. Others working under the same conditions of depression mado a small 
loss while others made considerable losses. The losses in Bombay from a rapidly falling 
market both in raw cotton, and also yarn and cloth were greatly intensified by heavy 
speculation among certain manufacturers and merchants connected with the textile 
trade in shares, bullion, exchange, and laud. The slump caused many merchants to go 
out of business and the remainder were setiously crippled. Take, for example, the fall in 
cotton yarns. 60s Egyptian twist in November 1919 were quoted at 64d 0. 1. F. Bombay ; 
in Maroh 1920, 12(id, in November 1920 64d, and the present price in September is about 
28d. The mills which in 1925-26 have made little or no profit or losses are those ohiefly 
whose agents originally speculated heavily in shares, raw cotton, etc. In 1925-26 certain 
mills such as niills in' Sholapur have made satisfactory profits, and in Ahmedabad the 
mills as a whole are being run at a profit. These are mills which like many Japanese 
mills have built up liquid reserves, 

The same remedies for depression are to effect internal economies in the industry and 
to reduce costs. This can be attained by scientific organisation, skilled management, 
and willing servioe. In this connexion the example of Vickers reconstruction in Great 
Britain last December affords much guidance for the weaker oonoerns. Mr. Reginald 
MoKenna, Mr. Dudley Dooker, and Sir William Pender made recommendations of a 
drastic nature. The ordinary share capital was cut down to its real value ; this affooted 
a wider circle than the sixty or seventy thousand shareholders in the company. ‘‘ The 
prosperity of an industry ” as the Royal Commission on Indian Currenoy and Finance 
recently pointed out (paragraph 193), “ depends on the soundness of its internal economy 
and its adaptability to changing conditions ; and any basic unsoundness in its economio 
conditions oannot bo rectified by mere change in ratio of oxohange The truth of this 
is illustrated by references above in the American cotton textile industry. The causes 
of American prosperity are due to the following factors among others : (a) the productive 
capacity of labour aooms to be oapable of indefinite increases by time and trouble saving 
appliances ; (6) it is better that labour should be rowarded in the same relation to output, 
than that wages should be limited or fixed j (c) there is strict adherence to the policy of 
promotion by merit and ability and labour is eduoated and therefore, keen and efficient; 
(d) it is more advantageous to increase profits by reducing prices to consumers than by 
raising them. In America since 1921 representative groups ol manufacturers, distri¬ 
butors, and consumers, after reviewing output and sales, have reduced sizes, types, stylos, 
and patterns whioh were excessively numerous under unregulated competitions. It 
has been said that in the American textile industry “ In almost every instance the elimina¬ 
tion of sizes and varieties which hampered the industry by keeping up the unit cost 
of production and tying up milli ons of oapital in slow moving stocks has proceeded to the 
extent of 60 per cent, or more Similarly in Belgium material reconstruction has been 
practioally completed and an authority recently said that “ In Belgian textiles competi¬ 
tive power in the world’s market has been increased by the formation of co-operative 
associations for the various mills, providing for the large scale purchase of raw material, 
sale of finished products for its members and the allocation to each of specialized work. 
A net work of high power electrical cables now covers the country; it reaches the most 
isolated hamlets and farmsteads; it is responsible for the rebirth of cottage industries. 
In the commercial side Belgain export trade there is an increasing tendeney to amalgamate 
for overseas sales organisation The Director of International Labour Office, Geneva, 
in his reoent report emphasised the importance of many of these factors and bis remarks 
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on the elimination of waste are at the moment most apposite:—“ No one who is interested 
in industrial problems oan afford to be ignorant of the development and experience of 
Amerioan industry. It is distinguished, on the one hand, by Mr. Hoover’s vigorous 
campaign for the elimination of waste ; by the intensive study of the technique of manage¬ 
ment, by the elaboration of ever-widening combinations in industry for the purposes of 
obtaining raw materials, co-ordinating manufacture and organising sales. Moreover, 
the immense wealth of which American industry now disposes makes it possible for it 
to expend sums of money on researoh and the study of technical improvement with which 
no other country can compare. On the labour side too, developments are taking place 
of whioh the rest of the world has only an imperfect idea, but which may prove of consider¬ 
able importance, in the evolution of tho relations between capital and labour. Not only 
is trade unionism exploring new field of aotivity such as banking operations, in tho interests 
of its members, but it tends to attaoh growing importance to the inorease of output. 
The American Federation of Labour has definitely adopted tho policy of advocating 
co-operation between employer and workman to promote production, and thereby the 
prosperity of both, if it is introduced under conditions which guarantee to the workman 
a full share in any benefit that may accrue and which may also afford him real voice in 
the determination of his conditions of employment ”, 

The example of Germany, too, must bo noted. She must long Buffor the ruin resulting 
from her policy of inflation, but her capitalists used the cheap money of inflation to equip, 
on the most up-to-date lines, their reorganised industries and competition will in the 
future be keener than in the past. In Germany recently industrial management is making 
a thorough study of costs, and reorganisation and consolidation for their reduction is 
now the aim. The Berliner Handelsgesellschaft mentions the caso of one of the largest 
coal companies, which with two-thirds of the workmen employed before the war has 
reached prewar production. The dye, coal, iron and potash industries have been almost 
entirely syndicated. Similarly with Amerioa which send at least 40 per cent, of her 
imports to markets within the British Empire. In the recent months the cotton textile 
industry in the United States has been putting its house in order. Stocks of goods have 
been got rid of and are generally at low levels; increased demand is being reflected in 
increased mill-activity and a number of Southern mills have, it. is reported resumed 
fulltime working. 

A recent writer to tho Times suggests that if representative bodies of employers and 
employed had devoted to joint consideration of the better organisation of their industries 
one-tenth of the time they have spent in strife “ much of the equal discussion of a few 
shillings per week might have been avoided, and with it the ill-feeling and industrial Iobs 
that such disoussions involves ”. 

In this connexion I desire to put a strong plea for more information in the accounts of 
oertain companies. Deliberate over valuation of assets, deliberate under valuation of 
assets, the lumping together of a mass of assets, inadequate allowances for depreciation, 
tho avoidance of giving in detail of investments, e.g., in subsidiary companies, the avoid¬ 
ance of stating what percentage the income from investments bears to the value shown 
in the balance sheet are oritioism that oan be passed on many balance sheets. As the 
Oity Editor of tho Land,on-Times recently pointed out (Sept. 27, 1926), in commenting 
on a strong oritioism of the aooounta of many American corporations in tho September 
issue of the Atlantic Monthly “ Obsourity and secretiveness can serve in the vast majority 
of cases no useful purpose, except to those who are fortunate enough to discover the facts, 
and are, therefore, in a position to take impropor advantage of the proprietor’s 

ignorance. In this country (i.e., Great Britain) an opportunity for removing the 

abuses that exist will eo*ie when the Government takes aotion on the report of the 
Company Law Amendment Committee 

2. Tariffs. 

In addition to the main question of internal economies resulting from efficient organisa¬ 
tion within the industry itself import duties on cloth of low counts should be considered 
and perhaps too of yarns of certain counts, for example, of 30s warp and 40s weft or under, 
imported, whioh should be subjeoted to duties, A further memorandum on the details 
of this is submitted. 

3. Statistical Information. 

The Board will, without doubt, bo convinced of the absolute necessity of strengthening 
the statistical information of an industrial and labour nature without delay. It is sug¬ 
gested that in the interests of the industry itself as well of Government and the general 
publio information should be collected and kept up-to-date. The lack of much valuable 
matter {e.g. oosts in representative mills and other data always difficult to obtain accur¬ 
ately) is against the best interest of all concerned. The Government of Bombay should 

WO Y 42?—23 
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perhaps develop immediately this work and strengthen the direction under expert minds 
of this work. The work of the Labour Office and Industries with Statistics too might be 
put under one department. The Government of India are, it is understood, considering 
the strengthening of statistical work as recommended by the Indian Economic Committee. 
The Royal Commission on India Currency and Exchange recently recommended 
in paragraph 217 of their Report that “ Wo have already taken occasion to remark on the 
absenco of reliable and scientifically constructed statistics of prices and wages, and to 
recommend that these should be improved. The possession and utilisation of a 
reliable and reasonably complete body of statistical data is an essential of a sound currency 
system, and this is especially the case in a country like India where conditions vary bo 
greatly in different parts of the country. ” 

The two invaluable reports of the Balfour Committee on overseas markets and industrial 
relations are admirable examples of the statistical work that is needed. Moreover, 
the time loss owing to strikes has in the industry aggregated in recent years millionx 
of days. Not only must a mass of valuable information on the industry be completed but 
legislation on industrial disputes providing for machinery to curtail this time loss should 
be put on the Statute Book as early as possible so that when a dispute is about to take 
place of has taken place the operation of this machinery may come automatically 
into effect* 


Appekwx 

Cotton spinning costs in Lancashire 

In April 1923, a leading authority estimated as below, taking as a basis an Oldham 
mill of 100,000 spindles, 36’a cop twist and 42’s oop weft. For a week of 48 hours a weekly 
production of 56,000 lbs. weight of yarn was assumed; also a capital of £2 10s. per spindle, 
plus 10s. per spindle for stocks and working capital. 

Trading expenses were quoted as below :— 

.£ 


Wages, salaries and health insurance .. .. .. 32,000 

Coal .. .. ! ;. .. .. 4,600 

Other expenses .. .. ' .. .. .. 8,776 

Depreciation .. .. 12,500 

Interest on capital employed, loan money, etc. .. .. 16,000 

Director’s fees and tax .. 1,000 

Insurances for fire, replacement, etc. .. 1,100 

Local rates .. .. .. .. .. 2,000 

Inland Revenue taxes .. .. .. .. 5,000 


Total .. 81,975 


Upon this basis it was calculated that the cost per lb. of yarn production would be 7'03 d. 

Brokerage, disoounts, waste credits, cotton lots, and cellar gain were not included in 
above. 

Taking “ Futures ” at 14'60 and paying 200 points on it was calculated that the yam 
would coat 26-43 pence before adding any profit; taking mule yam 36’s cop twist and 
42 ’b cop weft. 

For ring yam on beams the Federation basis of one ring spindle to equal 1$ mule 
spindles was taken. 

It was assumed the capital required would be £3 15s. per spindle, and 15s. per spindle 
for stocks and working capital. 

Taking “ Futures ” oottonat 14-60 penoe, plus 250 points on, with $ per cent, broker¬ 
age, the cotton costs were given at 17-19 pence. 

On above data it was calculated that the cost of production would be 29-01 pence 
per lb. for 36's ring yarn on beam. 

Assuming mills to be working alternate weeks only, it was estimated that 4-4d per lb. 
would be added for the stopped week. 

The full oaloulation for the mule yarn was given as below — 

“ Futures ” 14-60, points on 200, brokerage at J per cent. -08 total, 16-68 cotton 
costs. 
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Twelve per cent., waste or cotton loss, after allowing for cellar gain on the 
yarn made cotton coat up to 18-96 

Add coat of spinning as above given 7'03 


25-98 


Less received for waste .. .. -35 


25-63 


Add yarn discount at 3 per cent. .. .. -80 


Cost per lb. of yam <= 26-43 


(Thornley’s Modern Cotton Economics, London. Scott Greenwood, 1923). 
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Table I 


Cotton Mills—Dividends (Summary) 


Mill 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

1924 

1925 

26 

Bombay City and 
Island— 

A 

o 

r- 

83 

128 

115 

70 

57 

26 

20 

20 


B 

60 

68 

128 

144 

120 

72 

26 

20 

20 


C 

21 

17 

30 

57 

31 

25 

10 

7 l 

6 


I) 

24 

12 

80 

140 

120 

72 

24 

16 

16 


E 

20 

28 

60 

80 

60 

42 

26 

8 



E 

15 

10 

10 

30 

40 

40 

20 

7J 

7* 


G 

58 

46 

160 

120 

no 

80 

38 

34 

34 


H 

34 

85 

45 

70 

85 

50 

20 

6 

6 


Ahmcdabad 

20 

36 

36 

60 

60 

,80 

50 

32 

24 

12* 

Sholapur— 

A 

15 

15 

40 

50 

75 

100 

75 

50 

45 


B 

5 

15 

40 

40 

60 

60 

40 

30 

30 


0 

100 

. , 

52 

115 

200 

250 

200 

120 


70 

Indore 

45 


37 

no 

no 

115 

81 

47 

12* 


Bangalore 


, . 


20 

20 

20 

20 

20 

10 

5* 

Bengal 


•• 


25 

35 

30 

20 

10 

10 


Madras— 

A 

9 

20 

10 

50 

50 

75 

50 

20 

8 


B 

• • 

, , 

. , 


10 

20 

20 

20 

15 

5* 

C 

15 

15 

20 

50 

50 

40 

12 

12 



Central Provin- 


. . 


40 

120 

90 

30 

20 

124 

5* 

oes. 

Cawnpore 

30 

40 

70 1 120 

120 

120 

85 

60 



♦Interim dividend. 


Soureo—The Investor’s Year Book, 11)25-26 and Capital. 
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Table II 


Cotton Mills — Dividends per cent. (detailed table) 


Names of Mills 

| 1915 

1910 

1917 

1918 

1919 

1920 

1 

| 1921 

1922 

1923 

1924 

1925 

Bombay 






1 

i 


j 




Apollo Mills, Limited 








28 




Cotton Manufacturing Co... 
Limited. 



8 

24 

6 

25 

! 40 

i 

40 

20 

3 

•• 

The Bombay Dyeing and 
Manufacturing Co., 

Limited. 

16 

24 

70 

83 

128 

| 115 

76 

57 

26 

20 


Bradbury Mills, Limited .. 

5 


26 


20 

! 22 

80 

80 

42 

4 

.. 

The Century Spinning and 
Manufacturing Co., 

Ltd., 

9 

25 

60 

08 

128 

144 

120 

72 

26 

20 


Col&ba Land and Mill Co., 
Ltd. 

12 

11 

21 

17 

80 

67 

31 

25 

10 

71 


The Coorla Spinning and 
Weaving Co., Ltd. 

8 

6 

15 


20 

45 

55 

55 

30 

15 

10 

Crescent Mills Co., Ltd. .. 

9 

20 

40 

.. 

40 

88 

100 

110 

48 

14 

11 

Currlmbhoy Mills Co.,Ltd. 

7 

14 

35 


18 

! " 

120 

88 

28 

4 


The David Mills Co., Ltd.. 

18 

12 

21 


49 

84 

62 i 

21 

.. 

.. 

.. 

Hawn Mills Co. , Ltd . 

8 

4 

24 

12 

80 

140 

120 

72 

24 

16 


Ebrahimbhoy I*. Mills Co., 
Ltd. 

•• 


3 


4 

30 

04 

72 

34 

6 

6 

Edward Sassoon Mills, Ltd.j 

5 

5 

6 

10 

65 

60 

50 

30 

5 

.. 

., 

D. Sassoon Mills, Ltd. 






6 


,. 

. # 

,, 


(United). 


















15 

40 

26 

8 



Weaving Itfills w Co.,' 
Ltd. 

Emperor Edward Spinning 
and Manufacturing Co., 
Ltd. 








7 

12 

26 

28 | 

30 

| 

36 j 

1 

| 

40 

1 

28 | 

3 

• • 

• • 

Fazulbhoy Mills, Ltd. 

12 

22 

50 

•• i 

52 

84 j 

168 

104 

60 

32 

18 

The Finlay Mills, Ltd. .. 


6 

20 

28 

60 

80 1 

60 

42 

.26 

8 

.. 

Framiee Petit Spinning 
and Manufacturing Co., 
Ltd. 

4 

10 

12 

20 

40 ' 

i 

so | 

85 

22 

f 


•• 


Globe Manufacturing Co., 
Ltd, 

• • 

•• 



& i 

80 

30 

10 


•• 


Gokak Mills, Ltd. 


.. 

.. 

.. 

8 1 

40 j 

45 

30 

10 

10 


Gold M&hur Mills, Ltd. .. 1 

e 

7 

20 

38 

40 i 

50 { 

25 

8 


.. 


Hlndutsan Spinning and 
Weaving Mills Co., 
Ltd. 


6 

12 

80 

.. | 
i 

30 | 

40 

40 

i 

20 

7 

10 

Indian Manufaoturing Co., 
Ltd. 


6 

15 i 

10 

10 

30 

40 

40 

20 

7 

7 

Jamsed Manufacturing Co., 
Ltd. ; 






40 

40 

12 




Kaatoorchand Mills Co,,i 
Ltd, 

7 

35 

44 

- 

20 

40 

25 

10 

; * * 

•• 


The Khatau Makani Spin¬ 
ning and Weaving Co., 
Ltd. 

8 

| _ 

15 

34 

85 

45 

70 

85 

50 

1 20 

I 

1 m 

6 
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Table IT— contd. 


Names of Mills 

1915 

1916 

1917 

. 

1018 

1919 

1920 

1921 

1922 

1923 

1924 

1025 

Bombay —contd. 










| 

Kohinnor Mills Co., Ltd. 

8 

8 

89 

45 

120 

120 

80 

84 



Madhavii Dharamsey 

Manufacturing Co., Ltd. 

20 

40 

110 


50 

100 

90 

60 

30 



Manekiee Petit Manuiactar¬ 
ing Co., Ltd. 

6 

10 

17 

85 

50 

65 

70 

50 

10 

5 


Mathuradaa Mills, Ltd. .. 





25 

60 

20 

20 

7 


Mayer Bassoon Mills, Ltd. 





■■ 


55 

50 

10 

.. 

The Morarjce Goculdas 
Spinning and Weaving 
Co., Ltd. 

8 

12 

25 

00 

30 

60 

86 

90 

45 

12 


New City oi Bombay 
Manufacturing Co., 

Ltd. 

12 

12 

31 

80 

100 

1G0 

100 

70 

10 

10 


New Great Eastern Spin¬ 
ning and Weaving Co., 
Ltd. 


6 

25 

25 

339531 

47 

55 

55 

82 

5 

5 


Now Victoria Mills Co., 
Ltd. 




iai * 


80 

15 



■■ 

Pearl Mills, Ltd. 

5 

14 

30 


82 

28 

86 

72 

44 

16 

8 

PhcenU Mills, Ltd. 

10 

20 

50 


223 

160 

175 

140 

45 

30 .. 

Sassoon Spinning and 

Weaving Co., Ltd. 



12 

h IJ 

12 

20 

35 

15 



• • ■■ 

Simplex Mills Co., Ltd. .. 

10 

26 

60 




14 

44 

6 


Sir Shahpurji Broacha 
Mills, Ltd. 



10 


25 

20 

45 

20 



The Standard Mills Co., 
Ltd. 

10 

28 

50 

85 

- 60 

74 

70 

66 

20 

12 : 

The Swadeshi Mills Co., 
Ltd. 

19 

30 

68 

46 

180 

120 

110 

80 

38 

34 


Swan Mills, Ltd. 


11 

24 

44 

60 

68 

80 

60 

40 

20 


Tata Mills, Ltd. 




8 

18 

20 

80 

2 


•• 


Union Mills, Ltd. 


.. 

8 

10 

20 

60 

50 

18 



Western India Spinning 
and W ea vine Manu¬ 

facturing Co., Ltd. 

i# 

2 

6 

20 


20 

36 

30 

10 

1 

Ahmtdabad 











Advance Mills, Ltd. 

6 

12 

20 

86 

86 

60 

60 

80 

60 

32 


Sholapur 












Laxmi Cotton Manufactur¬ 
ing Co., Ltd. 

10 

10 

16 

16 

40 

60 

76 

100 

76 

50 

■■ 

Vishnu Cotton Mills, Ltd.. 



6 

16 

40 

40 

60 

60 

40 

80 


The Sholapur Spinning and 
Weaving Co., Ltd. 
Outside Bombay 
Presidency 

Agra United Mills 

30 

42 

100 


52 

115 

200 

11* 

250 

200 

120 

100 

Bangalore Woollen, Cotton 
and Silk Mills Oo.,Ltd. 






20 

20 

20 

20 

20 


Bengal Laxmi Cotton Mills, 
Ltd. 


' 




25 

86 

80 

20 

10 

10 


* Interim dividend. 




ui 


Table II— concld . 


Name of Mills 

1915 

1916 

1017 

1918 

1910 

. 

1920 

1921 

1922 

1923 

192 « 

1925 

Outaidi} Bombay 
Presidency —contd. 












Birla Cotton Spinning and 
Weaving Mills, Ltd. 



.. 


• • 

20 

10 



•• 


Bengal, Cotton Mills, Ltd., 
Nagpur. 




- 

.. 

80 

120 

90 

80 

20 

12i 

Bowrea Cotton Mills Co., 
Ltd. 





. . 

425 

200 

140 

35 

10 

10 

The Central India Spinning 
and Weaving Co., Ltd. 

20 

30 

56 

' 

71 

70 

160 

90 

101 

- 

38 


The Buckingham and 
Caruatak Co., Ltd. 

•• 



“ 

** 

" 

10 

20 

20 

20 

15 

Cawnpore Textile*, Ltd. 



• • 



.. 






Coimbatore Spinning and 
Weaving Co. 

6 

• 

» 

, 

20 

10 

50 

50 

75 

50 

20 

8 

Dunbar Mills, Ltd. 

** 


(Ml 



320 

95 

57 

20 

n 

10 

Elgin Mill* Co., Ltd. 






10 

20 

» 

5 


4 

Indore Malwa United Mills, 
Ltd. 

“ 

50 

45 1 .. 

1 

37 

62 

ilO 

115 

81 

47 

32 

Jajodla Cotton Mills, Ltd. 

Kesoram Cotton Mills, Ltd. 



'• - 



*’ 

20 

30 

5 

7 

.. 

” 


Madras United Spuming 
and Weaving Mills Co., 
Ltd. 

U 

10 

15 

Jp s?0h 

15 

'S t J i 

* 20 

60 

50 

40 

12 

12 

.. 

Tiic Mai bar Splnuiog and 
Weaving Co,,Ltd. 

" 

* * 

gj 


“ 

• , • Jr 

50 

50 

40 

80 

20 


Madura Mills, Co,, Ltd. .. 

Mohinl Mills, Ltd. 


1 



80 

100 

76 

20 

10 

20 

6 

221 



s 

12 

.. 

0 

10 

7 

Muir Mills Co., Ltd. 

12 

15 

30 

40 

70 

120 

120 

120 

85 

SO 


The Hew Bing M1U Co., 
Ltd. 


•• 

• • 

” 

** 

365 

180 

110 

50 

15 


Bamchand Cursanaimal 
Cotton Mills Co.,Ltd. 


•• 

9 

20 

20 

30 

16 

5 




Tinnevelly Mills Co., Ltd. 




.. 


100 

100 

87J 

30 

1 40 

40 

Xtnnevelly Textiles, Ltd .. 


•• 


•• 

" 

50 

20 



1 
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Table lit 

Profits of mills in Laltks 


— 

l 

ItflS 1914 

1 

19J5 

1 

DUO 1017 

19181919 

_ 1. ..' 

1920 

1921 

1922 

1928 

1924 

1925 

Bombay 

! 

i 


i 










Apollo Mills, Limited 





.. 


10 


12 

2 


4 

Cotton Manufacturing Co. .. 



1 

3 

0 

o 

0 

11 

» 

6 

2 


The Bombay Dyeing and 
Manufacturing Co., Ltd. 


7 

12 

21 

49 

07 ' 

89 

62 

45 

12 

20 

125 

from 

Bradbury Mills, Ltd. 


1 

•• 

5 


1 

0 

16 

18 

6 

1 

1 

The Century Spinning and 
Manufacturing Co., Ltd. 

.. .. 

3 

u 

22 

21 

48 

43 

25 

22 

5 

-4 


Colaba Land and Mill Oo., 
Ltd. 


5 

9 

8 

G 

15 

23 

16 

10 

4 

2 


The Coorla SDinning and 
Weaving Co., Ltd. 


1 

1 

4 


0 

13 

13 

13 

8 

2 

2 

Oescont Mills Co.,Ltd. 


3 

ft 

11 

10 

10 

25 

26 

10 

10 

3 

o 

Currimbhoy Mills Co., Ltd... 


•I 

5 

11 


0 

22 

8S 

25 

8 

2 

-3 

Tbe David Mills Co., Ltd. .. 


4 

4 

s 

* * 

22 

33 

22 

9 

-6 

2 

,. 

Dawn Mills Co., Ltd. 


> 

1 

4 

, 

15 

27 

14 

11 


2 


Ebraldm P. Mill, Co. 


1 

1 

2 


3 

19 

28 

28 

ii 

2 

2 

E.D. Sassoon United Mills, 
Ltd. 





Hr! 

far 

72 

18 

17 

14 

-9 


Edward Sassoon Mills 


1 

2 

2 

3 

10 

18 

12 

8 

2 

-i 


Eluldnstouo Spinning and 
Manufacturing Co., Ltd. 



jjL 




6 

18 

11 

7 

2 

2 

Emperor Edward Spinning 
and Manufacturing Co.. 
Ltd. 

1 

fix 

4 

- 0 

8 

ft 

13 

12 

8 

- 

-2 

• • 

Fazulbhoy Mills, Lid, 

.. ■ .. 

5 

s 

17 


10 

2i> 

37 

27 

ie 

0 


The Finlay Mills, Ltd. 

.. j .. 

1 

3 

1) 

11 

17 

24 

18 

15 

9 

3 


FramJI Petit Mills, Ltd. 


o 

4 

4- 

5 

10 

® 

9 

3 

-5 

3 


Globe Manufacturing Co., 
Ltd. 

.. i.. 

-1 

i 

2 

1 

s 

a 

9 

2 


2 


Ooltak Mills, Ltd. 

i 




.. 

9 

20 

29 

20 

1 

6 


Gold Mohor Mills, Ltd. 

.. j i 


2 

4 

4 

5 

IS 

8 

3 

- 4 



Hindustan Spinning and 

Weaving Mills Co., 

Ltd. 




1 

3 

7 

3 

0 

11 

10 

7 

2 

3 

Iiidlan Manufacturing Co.. 
Ltd. 




1 

4 

3 

3 

10 

10 

9 

4 

o 

3 

Jarased Manufacturing Co., 
Ltd. 



1 


‘> 

2 

4 

9 

10 

8 

- 1 

2 


Outside Bombay 
Presidency 

i 













Agra United Mills .. | . 

.. 

.. 

_ 





20 

18 

i 

18 


Bangalore Mills, Ltd. 

i 

. 





0 

ii 

18 

13 

14 

5 

Bengal Laxrnl Cotton Mills.. 






.. 

3 

11 

9 

3 

4 

1 

Bengal Nagpur Cotton Mills . 







7 

15 

8 

3 

o 


Blrla Cotton Spinning and 
Weaving Mills, Ltd. 

Jl 





• • 

2 

2 

2 

1 

1 

1 
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Tabus III — amid. 


— 

1 

1913 

1914 

191 ft 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

1924 

1920 

Outside Bombay 
Presidency —con td. 











V- 



Bowxeah Cotton Mills Co., 
Ltd. 

1 

“ 1 •• 

j 





- 

20 

10 

12 

3 

1 


The Buckingham and Car- 
natak Co.,Ltd. 





•• 



36 

38 

35 

40 

20 

The Central Indin Spinning 
and Weaving Co., Ltd. 


12 

22 

38 

54 

59 

104 

01 

54 

34 

26 

• • 

Cawnpore Textiles, Ltd. 










2 

2 

o 

Coimbatore Spinning aiul 
Weaving Co. 


1 

1 

2 

6 

2 

19 

13 

21 

10 

o 


Dunbar Mill?, Ltd. 

.. ! .. 


•• 




10 

18 

10 

5 

3 

2 

Elgin Mills Co., Ltd. 

Jajodia Cotton MUts, Ltd. .. 








5 

" 

14 

12 

3 

3 

3 

Keahoram Cotton Mills, Ltd.. 





• • 



18 

28 

13 

3 

-2 

3 

Indore Malwa United Mills.. 

.. , .. 

8 

14 

11 


11 

17 

26 

33 

20 

10 

12 

Madras United Mills 



. 4 -, 

1 

o 

2 

8 

e 

10 

7 

i 



Malbnr Spinning Mill 

.. 







7 

0 

4 

3 

3 


Madura Mills Co. 




I 




31 

03 

38 

24 

16 

9 

Mohlni Mills Co. 

.. 




' * 

sfjj 



1 

1 

1 

1 

.. 

Muir Mills Co. 



11 

9 

13 

11 

21 

SO 

31 

24 

16 

8 


New Kins; Mills Co., Ltd. .. 

•• 





1 J] 

3 

7 

4 

2 

1 



Ramchand C. Cotton Mills .. 





1 

1 

1 

8 

1 

1 

1 

1 


Tinnevelley Mills Co. 








12 

- 

17 

7 

6 

2 

Tlnnevelly Textiles, ltd. .. 





•• 



6 

4 

3 

• • 



Kastoorchand Mills Co., Ltd. 

Kh&t&u Makanjl Spinning 
and Weaving Co., Ltd. 



o 





0.0 

11 

14 

9 

9 





2 

6 

9 

20 

11 

11 

6 

' 

6 

1 


Kohinoor Mills Cc., Ltd. 



2 

3 

12 

36 

31 

27 

22 

12 

-1 

i 

.. 

Madhavjl Dharmasey Manu¬ 
facturing Oo., Ltd. 

( 

6 

10 

21 

11 

31 

21 

15 

5 

2 

2 

•• 

Manekjl Petit Manufacturing 
Co., Ltd. 



7 

19 

33 

19 

47 

51 

52 

88 

3 

-i 

•• 

Mathuradas Mills, Ltd. 




5 


9 

13 

9 

10 

1 

-6 

-6 


Meyer Sassoon Mills, Ltd. .. 





- 




11 

9 

8 

-1 


The Morarji Goculdas Spln- 
ningand Weaving Co.,Ltd. 



2 

4 

7 

18 

9 

20 

28 

25 

11 

4 


New City of Bombay Manu¬ 
facturing Co., Ltd. 



1 

1 

3 

2 

10 

15 

9 

0 

2 

1 


New Great Eastern Spinning 
and Weaving Co.,Ltd. 



1 

2 

0 

0 

13 

15 

15 

11 

4 

2 


New Victorlal Mills Co., Ltd. 


” 


• • 





19 

ii 

5 

-2 

-1 

Pearl Mills, Ltd. 



4 

0 

12 

•• 

13 

22 

24 

21 

13 

4 

2 

Phoenix Mills, Ltd. 



2 

4 

11- 

.. 

• 

18 

26 

20 

16 

5 

8 

Sassoon Spinning and Weav¬ 
ing Co., Ltd. 



2 

8 

6 

5 

8 

14 

9 

" 4 

i 

-7 


Simplex Mills Co.,Ltd. 



3 

6 

12 

" 

-8 

-3 

13 

17 

4 

-1 

i 































Table III — concld . 


— 

1913’ 

|1914 

Ifll5ll9lfl 

1 

1917 

|l918 

1919 

1920 

1921 

1 

1922 

*-* 

o 

» 

OO 

1924 

Out* id# Bombay 
Presidency —concld. 













Sir Shahpnrji Broacha Mills . 




6 


4 

20 

39 

33 

13 

o 

The Standard Milte Go., Ltd. 

’ ‘ i ‘ ' 

2 

7 

10 

6 

13 

18 

15 ' 

10 

4 

3 

The Swadeshi Mills Co. .. j 


7 

10 

21 

21 

41 

39 

32 

19 

io ; 

9 

Swan Mills, Ltd. 


1 

2 

0 

9 

9 

13 

15 

11 

6 

2 

Tata Mills, Ltd. 



' * j 

1 i 

5 

11 

18 

27 

17 

2 

-13 

Union Mills, Ltd. .. , 

| 



5 

1 i 

5 

» 

8 

2 

-2 

-7 

Western India Spinning and 
Weaving Co., Ltd. 

: 


1 

1 

o j 

i 

9 i 

9 

8 

-4 

-1 

Ahmedabad 












Advance Mills, Ltd. 

j 

1 

3 

°! 

9 1 

6 

15 ! 

14 

15 

9 

5 

Sholapur j 




( 

i 





j 



Lftxini Cotton Manufacturing 
Co. 


4 

4 ! 

7 ; 

7 

16 j 

23 | 

28 

26 

12 

10 

Sholapur Spinning and Weav¬ 
ing Co., Ltd. 

I 

; 

••fi 

I 5 

Hwj 

8 

22 j 

1 


ie 

42 

55 

34 

38 

18 

1 

Vishnu Cotton Mills, Ltd. .. 



2 

i ] 

7 i 

1 

9 

] 

13 

17 

23 

19 

9 

10 


1925 



3 


15 
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Table IV 


Wholesale market prices Bombay 





1914 

1921 

1922 

Cereals (average of rice wheat, jowari, 




barley and bajri) 

100 

186 

msnm 

Pulses (average of gram and turdal).. 

100 

161 

134 

Average of food grains .. 

100 

191 

188 

Oilseeds 

100 

171 

151 

Cotton, Raw (average of Oomra, 




Broach, Dharwar, Khandesh, 




Bengal) 

100 

137 

196 

Manufactures — 




Average of twist grey shirting, white 




mulls shirting, longcloth chudders . 

100 

269 

255 

Longcloth (local made 36' x 371 yards). 

100 

281 

289 

Chudders 54 v x 6 yards .. 

100 

259 

263 
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Table V 


Index numbers of the prices of shares 


— 

Fixed 

interest 

securities 

Cotton 

mill 

shares 

Cotton 
ginning 
and press 
ing cost 

Electric 

under¬ 

takings 

All 

industrial 

securi¬ 

ties 

General 

average 

(100 

securities) 

1914 July 

100 

100 

100 

100 

100 

100 

1915 „ 

96 

97 

94 

90 

101 

100 

1916 „ 

87 

114 

102 

122 

130 

127 

1917 „ 

73 

138 

118 

128 

158 

151 

1918 „ 

74 

212 

131 

139 

194 

184 

1919 „ 

77 

216 

126 

237 

216 

206 

1920 „ 

65 

438 

168 

246 

313 

296 

1921 „ 

65 

450 

158 

212 

311 

295 

1922 „ 

63 

406 

163 

175 

267 

253 

1923 „ 

72 

229 

147 

136 

176 

169 

„ August 

73 

216 

153 

138 

168 

161 

„ September 

73 

225 

133 

133 

166 

15!) 

„ October 

72 

213 

133 

131 

163 

157 

„ November 

71 

216 

122 

135 

163 

156 

„ December 

71 

215 

122 

131 

160 

154 

1924 January 

71 

U)6 

122 

126 

151 

146 

„ February 

73 

192 

122 

127 

148 

143 

„ March 

74 

189 

122 

128 

146 

141 

„ April 

74 

188 

119 

130 

145 

140 

„ May 

74 

179 

120 

137 

143 

138 

„ June 

74 

180 

121 

137 

143 

138 

„ July 

74 

176 

121 

133 

140 

136 

1925 July 

74 

169 

118 

140 

134 

130 

1926 March 

77 

167 

114 

164 

134 

130 


Table VI 


Japanese exchange ani> pbices 
(a) Percentage which cost of dollar is of its cost at par 


(Gold parity 1 dollar 2‘006 yen 49‘85 cents 1 yen) 


Year Average 

New York 
on Japan 

1920 

98-9 

1921 

102-4 

1922 

103-7 

1923 

102-6 

1924 

121-0 

1925 

121-5 

„ March 

121-7 

„ April .. 

119-4 

„ May 

11.8-9 

,, June 

122-1 

„ July 

121-3 

„ August .. 

121-6 

„ September 

122-3 

„ October 

121-7 

„ November 

117-8 

„ December 

115-4 

1926 January 

112-9 

„ February 

109-8 

„ March 

109-8 

Week ending 


24th April 1926 

105-6 
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Table VI— eontd. 

(6) Wholesale Index number (Bank of Japan and Calcutta) 


Year 

Tokyo 

Indian 

(Calcutta) 

1913 .. 





100 

100 

1915 





96 • 6 

112 

1916 .. 





117-1 

128 

1917 .. 





148-5 

147 

1918 .. 





195-5 

180 

1919 .. 





235-9 

198 

1920 .. 





259-4 

204 

1921 





200-4 

181 

1922 .. 





195-8 

180 

1923 .. 





199-1 

176 

1924 .. 





206-5 

177 

1925 .. 





201-7 

164 

„ March 





204-3 

168 

,, April 





201-7 

169 

„ May 





199-4 

164 

„ June 





199-9 

157 

„ July 




WT3 

198-3 

160 

„ August 





200-1 

157 

„ September 





2011 

158 

„ Ootober 





200-4 

160 

„ November 





190-8 

164 

„ December 





193-7 

163 

1926 January 





192-2 

163 

„ February 





188-4 

158 

„ March 





184 

156 

April 





181 

150 

„ May 





177 

150 


Source .—Monthly Bulletin of Statistics, League of Nations, 
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Tabl* VII 

Prewar waxes in the Bombay cotton mill industry 


Your 

Monthly wages 

Real wage*) (i.e., 
allowing (or oost 
of living charges) 

1890 .. 

101 

105 

1891 .. 

101 

105 

1892 .. 

101 

94 

1893 .. 

99 

96 

1894 .. 

98 

101 

1895 . 

103 

113 

1896 .. 

103 

113 

1807 . . 

105 

98 

1898 .. 

107 

107 

1899 . . 

107 

108 

1900 . . 

107 

91 

1901 . . 

107 

99 

1902 .. 

106 

101 

1903 . . 

106 

104 

1904 .. 

104 

103 

1905 .. 

108 

103 

1906 

107 

98 

1907 .. 

116 

106 

1908 .. 

118 

98 

1909 . 

123 

106 

1910 . . 

127 

106 

1911 . . 

117 

99 

1912 .. 

124 

IB,___ 

98 

Source .— Prices Enquiry Committee’« 

Report, Vol. Ill, page 5 and page 206. 
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Memorandum TI 

Memorandum on cotton import duties 

1. The issues to which my attention was drawn in the examination before the Board 
was specially confined to the following points :— 

(i) The competitive situation with regard to ootton manufactured goods with special 
reference to Japan; 

(if) The question of import duties of (a) a protective nature and (6) a safeguarding 
nature and the best method of levying these duties; 

and 

(iii) The direct effects of these duties. I propose to summarise briefly the main 
points in regard to these three important questions. 

2. Firstly with regard to the competitive situation. In 1913-14 and 1923-24 the 
competitive situation as regards yarns was as follows:— 



1913-14 

1923-24 

— 

Produc¬ 

tion 

Million 

Imports 

Million 

Produc¬ 

tion 

Million 

Imports 

Million 


lbs. 

lbs. 

lbs. 

lbs. 

Cotton twist and yarn :— 

Nos. 1 to 26 .. 

616-7 

2*2 

527-8 

7-3 

Nos. 26 to 40 

62-7 

27-3 

77-0 

20-8 

Above No. 40.. 

2-7 

7-9 

3-3 

7-7 

Grey and coloured two folds (doubles) .. 


, , 

, . 

4-0 

Unspecified descriptions and waste i. 

o-i 

6-8 

o-i 

4-7 

Total (all kinds) 

■ 

682-8 

44-2 

608-6 

44-6 


Japan practically ruled the import market in counts up to 25s, in which she was a 
strong competitor with Indian mill made yarns. In counts 26 to 40 Great Britain and 
Japan shared in the same year (1922-23 the last year for which detailed figures are readily 
available). In counts above 40 Great Britain retained practically the whole import 
trade. 

The following table illustrates the important fact that Great Britain had a higher 
proportion of the total value of the imports of yarn than of the total weight—in other 
words of the finer counts :— 




Percentage of total 
imports by weight 

Percentage of total 
imports by value 



1 

1 Great 

I Britain 

Japan 

Great 

Britain 

Japan 



Per cent. 

Per oent. 

Per oent. 

Per cent 

1913-14 


..I ’ 86 

2 

86 

3 

1921-22 


70 

26 

76 1 

20 

1922-23 


..; 52 

46 

62 

35 

1923-24 


..; 47 

1 

46 

68 i 

36 


In regard to cotton pieoegoods the following four tables summarise the position in a 
nutshell. 
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1. Production in Indian mills 


— 

1913-14 

1923-24 

Orey and bleached piecegoods :— 

Shirtings and longcloth 

Chadars .. 

Dhutis 

T. doth, domestics and sheetings 

Drills and jeans 

Other Sorts 

Million yards 
292-5 
69-9 
284-8 
128-9 
27-8 
08-5 

Million yards 
443-6 
58-0 
399-2 
68-1 
560 
1730 

Total .. 

872-4 

1,196-8 

Coloured piecegoods .. .. ' .. 

201-9 

503-6 

Total piecegoods .. 

1,164-3 

1,700-4 


2. Imports oj piccegoods 



Grey 

(unbleached) 
Million yards 

White 
(bleached) 
Million yards 

Coloured 
(printed or 
dyed) 

Million yards 

1913-14 

1,534-2 

793-3 

831-8 

1920-21 

580-2 

421-8 

489-3 

1921-22 

635 1 

306-2 

138-3 

1922-23 

931-0 

402-6 

243-8 

1923-24' .. .. .. 704-0 

415-4 

347-6 


Rupees (lakhs) 

Rupees (lakhs) 

Rupees (lakhs 

1913-14 

25,45 

14,28 

17,86 

1920-21 

26,46 

21,90 

34,57 

1921-22 

22,66 

12,67 

7,59 

1922-23 

30,44 

15,01 

12,60 

1923-24 

23,06 

15,44 

17,68 


Total yardage (million yards) 

Total valui 
(lakhs) 

1913-14 

3,169-3 

57,59 

1923-24 

1,466-9 

66,18 

Difference .. 

-1,692-4 

-1,41 


The great difference in total yardage and the slight difference in total values are 
striking. In regard to thiB the Balfour Committee on Industry and Trade remarks 
significantly as follows :— 

‘ With prioes averaging over 100 per cent, above prewar rates, it is little wonder, in a 
poor country like India, that the quantities should be seriously reduced. The largest 
consumers of British textiles are the upper and shopkeeping classes of the towns and 
villages, the rural population being clothed mainly in the cloths woven in the Bombay 
mills. Our textile industry must look for its expansion principally to a higher standard 
of living among the urban population which will largely depend upon an expansion of 
Indian industries and commerce. Price, however, remains the dominating factor in the 
situation, and we cannot hope to reoover the whole of the prewar yardage, still less to 
see any increase, until finishing, packing and handling charges are reduced, and far 
more important still, until there is a very considerable reduction in the price of the raw 
material. 
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3. Japanese competition in Cotton piecegoodt 


A. Percentage shares of competitors 


— 

1913-14 

' 

1921-22 

1922-23 

1923-24 

Great Britain 

97 1 

87-7 

912 

89 

Japan 

■3 

83 

6-8 

83 

Italy 


•2 

•1 

-4 

Holland 

•8 

11 

•8 

•7 

Switzerland .. 



• 2 

•6 

Other Countries 

i-s 

2 7 

•9 

1-1 


B. British and .Japanese imports 


Grey 


Cotton Piecegoods 


White (bleached) Coloured 


1913-14 

Yards (millions) from Great! 
Britain 


f 


1,534 


793 


I 832 


Japan 


1923-24 


Yards (millions) from Great 
Britain 

Japan .. 


••!( 

•{ 


98'8peroent. D8'5 per cent. , 
• 5 per cent. .... 


704 


415 


I 


85'2 per cent.' 97 U per cent.j 

13'7 percent.l • 6 per coat. 


92’6 per cent. 
•2 per c. nt. 


348 

87"4 percent. 
(j'7 percent. 


The 8 per cent, reduction in table A above is met by a corresponding increase in the 
share of Japan. Italian imports in coloured cotton piecegoods increased from 1,891,000 
yards in 1922-23 to 5,507,000 yards in 1023-24, a very noticeable increase. 

3. ' The question of import duties of a protective and of a safeguarding nature must 
first be regarded from the practice that obtains in other countries. This will form some 
guide to the case before the Board. 


Cotton Yarns 


Country 

United States of 
America. 
Kgypt. 

Russia. 

Poland. 

Germany. 

France. 

Switzerland. 

China. 

India. 

Canada, 

MO y 422—23 


(1) Single—Grey (40s) 

Tariff, 1924 English Equivalent, 1924 


8 cts. per lb. but not less than 
15 per cent, ad val. 

8 per cent, ad val. 

104 rbls. per 100 kgs. 

99'2 zl. per 100 kgs. 

18 gold mks. per 100 kgs. 

167$ fra. per 100 kgs. 

30 frs. per 100 kgs. (gToes weight). 
3‘40 h. k. tls. per picul. 

5 per oent. ad val. 

Free, 


4 '2d. per lb. but not less than 
16 per cent, ad val. 

8 per cent, ad val. 

13’2 d. per lb. 

4'7 d. per lb. 

1 • Id. per lb. 

2 ’Id. per lb. 

1 -id. per lb. (gross weight). 

1 • Id. per lb. 

5 per cent, ad val. 

Free. 
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(2) Single—Bleaohed (40a) 


Country 

Tariff, 1924 

English equivalent, 1924 

United States 

of 10 ots. per lb. but not less than 

5’3d. per lb. but not less than 

America. 

20 per cent, ad val. 

20 per oent. ad val. 

Egypt. 

8 per cent, ad val. 

8 per cent, ad val. 

France. 

181 ‘ 1 frs. per 100 kgs. 

2‘4d. per ft. 

Philippines. 

Colombia. 

15 per oent. ad val. 

15 per cent, od val. 

13‘2 cts. per kg. 

3’2d. per lb. 

Brazil. 

600 reis per kg. 

5’5d. per lb. 

India. 

5 per cent, ad val. 

6 per oent. ad val. 

Canada. 

Free. 

(3) Single—Dyed (40s) 

Free. 

United States 

of 10 cts. per lb. but not less than 

5 • 3d. per 1b. but not less than 


America. 

Egypt. 

Franoe. 

Philippines. 

Colombia. 

Brazil. 

India. 

Canada. 


8 per cent, ad val. 
292} frs. per 100 kgs. 
IS per oent. ad ml. 

16‘6 ots. per kg. 

700 reis per kg. 

5 per cent, ad ml. 
Free. 


8 per cent, ad val. 

3 • 8d. per lb. 

15 per cent, ad val. 
4d. per lb. 

6’4d. per lb. 

5 per cent, ad val. 
Free. 


II 

Colton piecegoods 

It is convenient to divide the import duties in force into four groups:— 

(а) Plain, unbleached, weighing 100 gms. per sq. m. 

(б) Plain, bleached, „ „ „ „ 

(e) Plain, printed, „ , „ „ „ 

(d) Plain dyed (in the piece) „ „ „ 


(a) Plain, unbleached, weighing 100 gms. per square metre 


Country 

United States 
Amerioa. 
Egypt. 

Japan. 

Chino. 

Italy. 

Switzerland. 

France. 

Germany. 

India. 

Canada. 


Tariff duty, 1924 


English equivalent, 1924 


of 


16 cwts. per lb. but not less than 8’5d. pei lb. but not less than 
20 per cent, ad val, 20 per cent, ad val. 

8 per cent, ad val. 8 per oent. ad val. 

13} yen per 100 kin. 2"Id. per lb. 

O’28 Hk. tls. per piece not 11 • 3d. per piece not exceeds 

40' x 40 yds. 

5'3d. per lb. 

• 9d. per lb. (gross) 

6 ’ Bd. per lb. 

3’0d. per lb. 

11 per cent, ad val. 

12 } per cent , ad val. 


exceeding 40' x 40 yards. 
110 } lira per 100 kgs. 

20 frB. per 100 kgs. (gross). 
499} frs. per 100 kg,?. 

50 mks. (gold) per 100 kg-\ 
11 per cent, ad val. 

12 } per cent, ad val. 


( b ) Plain, blenched, weighing 100 gms. per square metre 


United States 
America. 

Japan. 

China. 

Germany. 

India. 

Canada. 

Union of S, Africa. 


of 18 cts. per lb. but not less than 
23 per cent, ad val. 

16} yen per 100 kin. 

0 -33 Hk. tls. per piece (not 
exceeding 37' X 42 yards). 

70 mks. (gold) per 100 kgs. 

11 per cent, ad val. 

15 per cent, ad val. 

12 per cent, ad vg,l. 


9-5 d. per lb. but not less 
than 23 per cent, ad val. 

2 ’6 d. per lb, 

13 • id. per piece (not exceeding 
37' x 42 yds.). 

4’ Id. per lb. 

11 per cent, ad val. 

15 per cent, ad val. 

12 per cent, ad val. 
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(c) Plain, printed, weighing 100 gms. per square metre 

Country Tariff, 1924 English equivalent, 1924 

United States of , 22 cts. per lb. but not less than 11 • Id. per lb. but not less than 

America. 40 per cent, ad val. (4 per 40 per cent, ad val. (4 per 

cent, ad ml. extra if printed cent, ad val. extra if printed 
with vat dyes). with vat dyes). 

19 Hk. tls. per piece 7* Id. per piece (20 to 31' wide 

(20 to 31' wide x30 yds. long), x 30 yds. long). 

100 mks. (gold) per 100 kgs. 5 - 9 d. per lb. 

11 per cent, ad val. 11 per cent, ad val. 

20 } per cent, ad val. 20} per cent, ad val. 

(d) Plain, dyed (in the piece), weighing 100 gms. per square metre 

United States of 22 cts. per lb. but not less than 11 • Id . per lb. but not lesR than 

America. 40 per cent, ad val. (4 per cent. 40 per cent, ad val. 

extra if dyed with vat dyes). 

Japan. 20} yen per 100 kin. 3'2d. per lb. 

China. ‘35 Hk. tls. per piece (not 14- 2d. per piece (not exceed. 

exceeding 36'x43 yds.). ing 36'x43yds.). 

Germany. 100 mks. (gold) per 100 kgs. 5 - 9 d. per lb. 

France. 706 frs. per 100 Kgs. 9'2d. per lb. 

Italy. 146} lira (gold) per 100 kgs. 7-0d. per lb. 

India. 11 per cent, ad val. 11 per cent, ad val. 

Canada, 20} per cent, ad val. 20} per cent, ad val. 

There are several noticeable features in these tables. Among these may be 
mentioned— 

(1) the high rate in protective countries snch as the United States of America, Poland 
and Russia on single grey (40s) yarns. This rate is higher for single bleached 
40s and higher still, e.g., in United States of America for Bingle dyed (40s). 

(2) the still higher rate in these countries on cotton pioccgoods. This rate is higher 

for plain bleached than for plain unbleached and higher for plain printed and 
still higher for plain dyed (in the piece). 

(3) Even countries like Canada have a 20} per cent, ad valorem against 11 per 
cent, ad valorem in India. The rates in the United States of America, 
Japan, Italy France and Germany are specially noticeable. 

(4) The total imports of yarn from Great Britain in 1923-24 wore 21,790,000 lbs. 
compared with 37,830,000 lbs. in 1913-14. In 1913-14 imports from Japan 
amounted to only 1,000,000 lbs. while in 1923-24 they had reached 29,430,000 
lbs. In 1922-23, the last year for which detailed figures are readily available, 
Japan dominated the market up to 25s, and she was a strong competitor with 
Indian made yams. In counts 26 to 40, Great Britain and Japan shared the 
import market in almost equal proportions. Out of Rs. 794 lakhs imported in 
1923-24 Great Britain had 58 per cent, and Japan 30 while of the total imports 
by weight these countries had 47 and 46 per cent, respectively, as against 
80 and 3 por cent, by value and 86 and 2 por cent, by weight in the prewar 
year. 

As explained in Memorandum I to protect Indian manufacturers would be an extension 
of the Fiscal Commissions three postulates (1) that the industry possesses natural 
advantages ; (2) that without the help of protection it is not likely to develop at all, or 
not so rapidly as is desirable, and (3) that it will eventually be able to face world 
competition without protection. It is this third postulate that is important but the 
Government of India and the Legislature can always oxtend these. In the case of yarnB 
it is true as shown above that some protectionist countries have high duties, e.g., the 
United States imposes on yams a minimum ad valorem duty of 15 per cent, on single 
greys, 20 per cent, on bleached singles and dyed singles. In India, however, there is a 
considerable handloom industry such as is perhaps in no other country of the world 
(vide Appendix I on Statistical evidence regarding the development of handloom weaving 
in India). The Industrial Commission pointed out (page 10 of their Report) that ‘In India 
a far greater degree of resistance has been offered by the handloom to the agressions of 
the factory than in England. This is attributable to the great number of specialised 
types of cloth of which slow moving Indian custom decrease the use to the fact that the 
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demand for many of these is on so small a scale, while the types themselves are so special, 
as to render it difficult for the poworloom to produoe them at a profit; to the faithfulness 
of the weavers as a caste of their hereditary trade, and their unwillingness, especially 
in the smaller towns, to take up factory work ; and to a less extent, to the money locked 
up, on a vicious system it is true, in the financing of the weaver by his patron and incubus 
the money-lending cloth merchant. ’ 

Tho handioom weaver prefers the imported yarn in many oases because he is sure of 
getting the counts and at the same time of obtaining a much better yarn. In view of the 
large handioom industry in India I am not. in favour of increasing at the moment the 
import duty on yarns. An increase of this duty could, on revenue considerations alone, 
be justified and with the growing wave of protectionism among the educated classes in this 
country may be a suitable means of bringing theory into practice. At the present time, 
all things considered the duty on yarns should not be increased. With regard to cloth 
it is otherwise. Here the mills in Bombay and elsewhere feel severely in cloths between 
24s and 40s outside competition and a duty is advisable. Canada imposes a 15 per cent. 
ad valorem duty on plain unbleached and bleached (woighing 100 gins. per sq. metro), 
201 P er oent. on printed and dyed. High protectionist countries like the United States 
have mnch heavier rates, e.g., a minimum ad valorem rate of 20 per cent, on unbleached, 
23 percent, on bleaohed. 40 percent, on printed and dyed goods with an extra 4 per cent, 
if dyed with vat dyes. The exact rate on cloth of low counts will have to be much higher 
than 11 per cent, as may be seen by taking the selling price of Japanese cloths of counts 
within the range specified above and comparing the costs of identical goods in Indian 
mills, costs of production for representative mills in the form of a composite statement 
are extremely difficult to obtain as experience has shown. An import duty similar at 
least to that in Canada would be advisablo. There is mnch truth in Mr KinleyV dictum 
that ‘ The people of no nation in history has even permanently prospered under a policy 
which sacrificed its heme industries to build up and develop the resources and give 
employment to the labour of foreign states.’ At first in order to arrive at what would be 
a minimum protective rate on the lower counts of cloth, referred to above, it will be 
necessary to have fairly accurate costs of production. The duties, therefore, would be 
fixed to start with as if thoy were safeguarding industries. 

Protective duties of the sort described are preferable to bounties or nogative taxes. 
Bounties, it is true, are unlikely to raise international conflicts and to cause loss of 
consumers since they do not raise the price of prodnots). They are, however, forms of 
expenditure while customs dutios are forms of receipts ; they are expenditure which can 
be met only by levying taxos, and the burden of these taxes is more obvious than that of 
import duties and therefore more unpopular. The simplicity cf bounties as the expenses 
involved by the country are clearly seen is an advantage. On the other hand as the 
history of the linen, oom, sugar, and shipbuilding anil shipowning bounties show, bounties 
have their drawbacks. “ All tho ad vantages of bounties,’’ Gide well puts it. “ are out¬ 
weighed by the capital objection that bounties are a form of expenditure, while customs 
duties are a form of receipts. Now-States, being as a rule in debt. aTe naturally more 
inclined to accept money than to givo it away. There is, however, another objection to 
bounties : they have too personal a character. The advantage resulting from a customs 
duty is always more or less anonymous ; no one knows exactly who profits by it. Now, 
the manufacturer who is to get a bounty is known, and also the amount which he receives. 
This is the reason why such a system will never be popular. It exposes in too glaring a 
light the sacrifices which it asks of all and the privileges which it grants to a few, thereby 
offending the spirit of equality. ” It would be difficult to work out the correct amount 
of a bounty and to distribute it without difficulty in the industry itself. Import duties 
of the nature proposed* are preferable to bounties. 

m 

My attention has been drawn by the Board to the incidence of the duties on 
imports. I venture to refer to Chapter XVIII on the * Shifting and Incidence of Taxa¬ 
tion’ in the 1 (Science of Public Finance ’ tespecially the portions dealing with the use of 
statistics in incidence and the incidence of taxes on commodities (pp. 188-191). The tax 
on pieoegoods may be only a small factor compared with other factors determining the 
price of ootton cloth. As is pointed out in the ohapter in question ‘ The incidence of a 
tax on a commodity cannot be determined merely by a comparison of the prices before 
and after the imposition of the tax either in the same country or between different 
oountries. The greatest care is required in making deductions on incidence from price 


* On cloth 30s warp and 40s weft and under, 
t Macmillan apd Co—2nd Editiop. 



statistics because the tax is only one factor, and often a small factor which produces the 
change in prices. Incidence is, of course, a price question, and part of the wider theory 
of value. ’ 

In nearly all cases the consumer bears the import duties but this is not always the case. 
The Japanese manufacturer, for example, may forego for a time part of his ordinary profits 
and pay the duty, but eventually he will cease producing for that market and seek other 
markets. A part of the tax may rest temporarily on producers, shippers, merchants 
and others. If the price rises to the full amount of the tax, the incidence will be on the 
consumer and if the price does not rise at all on the producer. If the price rises by 
less than the tax it will fall partly on the consumer and partly on the producer. The 
country whose goods were taxed would seek other markets until they had risen in value 
in India sufficiently to throw the whole or nearly the whole burden of the tax on the 
oonsumer. The part which manufacturers of cloth, for example, in the oountry whose 
goods were taxed would bear may be great temporarily if they had made goods specially 
for our markets. They would seek other markets and may even divert some capital 
and labour in the taxed industry to other industries. The direct money burden of the 
tax will be divided between the consumers and the producers according to the proportion 
of the elasticity of supply to the elasticity of the demand for the cloth taxed. In the 
United States it is often paid by the foreigner which is not true permanently even when 
the foreigners’ market is limited to the market of the country imposing the duty. The 
whole problem of the incidence of import duties is a complicated one and in a summary 
here it is not possible to go at length into the various representative oases. One has to 
be very careful in disentangling cause and effect. 

Memorandum III 
Statistics of Japanese Mills 

As the Board is aware I cabled to the International Labour Office, Geneva, for statistics 
of Japanese mills, with special reference to costs of production. The reply, which has 
beenreoeived from the International Labour Office acting in conjunction with the Japanese 
Delegation at that office, speaks for itself. It shows that no detailed investigation of 
the nature required has been undertaken but a statement has been furnished giving 
oertain statistics. The table doeB not give the details required for a comparative state¬ 
ment between India and Japan in regard to manufacturing costB. 

2. The table which I have already had occasion to use shows that:— 

(1) The working days per month in 1925 were on an average 20-7 days of 19-79 
hours per day (2 shifts). 

(2) The average counts of yarn were 23'1 (ring) and 30 - 1 (mule). (The mules are 
6 per cent, of the total. In Bombay mules are used for waste yams and are 
not 1 per cent.). 

(3) The number of hands employed in 1926 was :— 

39,414 .. male 

134,726 .. female 

Total .. 174,140 spread over 49 mills of the Japanese Cotton Spinners’ 
Association. 

(4) The number of spindles per mill of the 49 mills given works out to 94,000 spindles 
per mill, while the number of workpeople is 174,140, ».e., 3,400 workpeople per 
mill. This figure of 3,400 working double shift corresponds roughly with an 
Indian mill of the equivalent number of spindles. 

(6) The wages were much higher than in the Bombay or Ahmedabad mills — 

38-68 pence per shift (per worker), male 

30-66 ” ” ” female, 

i.e., Rs. 2"2 and Rs. 1"10 per diem respectively. 

3. The table also shows that the number of persons employed per 1 000 spindles was 
36*6. This is assumed to be for double shifts from the statement given or 18*3 for a 
single shift of 9 1 89 hours. 

In Ahmedabad 18 persons for spinning and 22 for weaving for a day of one shift of 10 
hours is o us tomary. The figures in the statement for Japan are for spinning only. 
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4 . Prom the table the production per spindle on the average counts given is 5‘36 
ozs. per spindle in 9 ‘ 89 hours per shift. The cotton loss as Bhown equals 12J per cent. 
In other words 87^ per cent, yarn is obtained from 100 per cent, cotton which is good and 
quite equal to the best Indian mills but not so good as in Lancashire. The percentage 
of yarn from cotton is largely dependent on the class of ootton consumed. The Japanese 
purchase ootton in India very often direct from, the cultivator and in most cases the 
ootton is ginned and pressed in the presence of a Japanese representative of the exporting 
firms. The result is that the Japanese firms get better ginned cotton than can as a rule be 
obtained in the open market. 

6 . These facts also emerge from the table:— 

(1) That wages in Japan are considerably higher than in Bombay. 

(2) That the counts 23s per ring spindles on the average are the same ae in the 

Ahmedabad mills (24s per ring spindles). 

(3) That the number employed per 1,000 spindles in Japan for spinning is about 

equal to the number in an average mill in Bombay. 

(4) That the number employed per mill is very much greater than in Lancashire 

or in the United States (vide memorandum I). 

(6) That in Japan the wages bill (the highest item in the cost of production excluding 
raw material) is relatively higher than in India. Wages per head in Japan are 
higher than in India while the numbers employed per 1,000 spindles is about the 
same. (vide also memorandum I). 

6 . There is nothing shown in the figures furnished by the International Labour Office, 
Geneva, which would indicate that the Japanese cost of production per lb can be less 
than the costs in India except for the fact that they show 19 • 79 hours per day as against 
10 in India. Per oapita wages are much higher in Japan. There are, of course, other 
important items in costs for which data are not available, and we can only conclude that 
the reason why Japanese yarns and cloth usually sell cheaper than Indian mill goods 
is due to reasons which are not obvious from the statistical data furnished by the 
Japanese Ootton Spinners’ Association, and compiled by the International Federation 
of Master Cotton Spinners and Manufacturers’ Associations. 

I have referred in memorandum I to Japanese costs in regard to interest and other 
charges as stated by the American Tariff Board, but these are not oovered by the 
statistics in this memorandum. 

Owing to the double shift system the Japanese mills are able to turn out yarns and cloth 
cheaper. They are getting a greater output from the capital originally spent in the 
construction and equipment in the mills. The active spindle hours are almost double 
those of Indian mills. As overhead charges {e.g., interest, depreciation and management 
oharges) remain the same whether 10 or 20 hours are worked, this will reduce costs. As 
a rule it is about 25 per cent, cheaper to work two shifts, assuming, of course, there is a 
ready market for the goods. 


Telephone: MT-B LANC 6200 
JWN/EAS 

Societe Des Nations Bureau International Du Travail 

League of Nations International Labour Office, Geneva. 


Please quote Ref. no. in reply 
Dans la reponse priero de rappeler 
No. 1/1033/16/1 


4th October 1926. 


Dear Sir, 

In reply to your telegram of the 23rd September, asking for statistics of wages, labour 
efficiency, costs of production in Japanese cotton mills, we have endeavoured with the 
help of the Japanese Delegation to the International Labour Office to collect some infor¬ 
mation on this subject. They point out to us that no precise investigation has yet been 
undertaken into these questions, but that the best souroe of information is the Monthly 
Report of the Japan Cotton Spinners’ Association published at 50 I-Chome, Edobori 
Minamidori, Osaka. A summary of the statistics contained in these reports is given 
for the years 1919—1925 in the quarterly International Cotton Bulletin (published at 238 
Royal Exohange, Manchester). A copy of the latest figures published (in this Bulletin 



for July 1926) is enclosed showing for the years 1919—192S the number of mills, of 
spindles, number of hours worked, weight of yarn produoed, cotton consumed, horse-power 
used, workers employed and wages paid. I hope this information will be suitable for 
your purpose. If any further information comes into our hands we will forward it to 
you. 


I am, 

Yours sincerely, 

(Signed) G. E. di Palma Castiglione, 
Chief of the Intelligence and Liaison Division 
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Table of the monthly return* bf the Japan Spinners’ 
(Compiled by the International Federation of Master 
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International Colton Bulletin. —Official Organ of the International Federation of 
No. 10, July 1026, pp. 686-587. 
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Association for the years 1821, 1922, 1923, 1924 and 1925. 
Cotton Spinners’ and Manufacturers’ Associations, Manchester). 
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Master Cotton Spinners’ and Manufacturers’ Associations, Manchester. Vol. IV, 4, 




Witness No. 80 
Mr. 6. FINDLAY SHIRRAS 

Oral Evidence recorded at Ahmedabad on 17th September 1926 

President .—I gather from your evidence that you are of opinion that the depression in 
India is much more closely connected with world depression than other witnesses before 
us have been inclined to admit ? 

A. At the same time, of course, there are local factors which I have disoussed in the 
memorandum. I was greatly struck when I was in Massachusetts by the depression 
which in 1922 they were suffering from there, and also of course in Lancashire about 
whioh every one knows, specially in regard to the reduction in the. hours of working which 
have been prevalent for a considerable time now in the Lancashire industry. 

Q. You were in Amerioa last year ? 

A. Yes. The British Foreign Office had made arrangements through the Ambassador 
in Washington that I should see the Departments of Labor and Commerce and also the 
State Department of Labor of the New York State and the Department of Labor and 
Industries in Massachusetts. 

Q. You found that there was a distinct depression in the textile industry in America 
as recently as last year ? 

A. Yes, of course it was passing away to a considerable extent. The other industries 
in America of course were in an extraordinary good state of health. 

Q. In these oircumstances to what special factors do they attribute the American 
depression in tho textile industry 1 

A. They said there was a lack of buying power abroad. But I think the depression was 
largely due to continual fall in the price of the manufactured article, and as you are 
aware the outturn in America in the last few years of the raw material has fluctuated 
considerably. Also, of course, there was restriction of hours imposed in the industry in 
Massachusetts and, of course, there were people who were inclined to helieve that the 
long hours of labour in the Southern milts put the other millB in the North at a 
disadvantage because in Massachusetts they have a 48-hour week and in the Southern 
mills some have got no limits at all and you get 60 hours and 57 hours and things of 
that sort. Also people in the North attribute the factors to other advantages which the 
Southern mills had, in that wages were much less there, especially in Carolina where 
the wages were less and also to the absence of any restrictions on hours, or at any rate 
if there was a restriction, it was someting like 57 hours a week. And again they 
thought that the Department of Industries and Labor which oontrols all these things 
in Massachusetts was very strict in faotory inspection and things of that sort. 

Q. I think there is some slight mistyping here where you say that ‘ as compared with 
the Southern States, where with the exception of South Carolina and Tennessee there is a 
limitation of less than 60 hours per week and JO hours per day.’ 

A. I think I ought to make that quite clear. In Massachusetts, the working hours for 
women and children in textile mills have been limited by law to 48 per woek and 9 hours 
per day whereas in no Southern State except South Carolina where the weekly limitation 
is 66 hours and Tennessee 57 hours is there a limitation of less than 60 hours per week 
and 10 hours per day. Further in Massachusetts the employment of women and children 
in textile manufacturing is prohibited after C p.m. and before 6 a.m. but in none of the 
Southern States is night work by women prohibited in textile manufacture, and even in 
Massachusetts women may be employed in some other industries other than the 
textile industry until 10 p.m. provided they do not work more than 9 hours in any one 
day or 48 hours in any one week. 

Q. This should be ‘ there is a limitation ' and not ‘ there is no limitation ’ t 

A. Yes. 

Q. Do I understand then that although the Washington Convention originated in 
America, it has not been ratified and is not enforced by the United States ? 

A. That is undoubtedly true. But you see in America labour is not a subject of 
universal or federal legislation as in India. You have got uniformity in India 
throughout, whereas in the States each State is master in its own house so far as 
legislation goes. It is entirely due to the people not seeing the advantage whioh 
uniformity in & federal constitution in regard to labour matters brings with it. 

Q. It comes to this then that any complaints against Japan in respect of the failure to 
ratify the Washington Convention apply equally to Amerioa ? 

A. Yes and, Sir, there is one thing moreover, that in America the labour is extraordinary 
ly effioient. I have got here a letter aB a result of the conversation I had with Mr. Hoover, 



one of the most able men in the United States to-day. I had a long discussion on labour 
matters with him and he emphasised the extraordinary increase in efficiency which has 
taken place in reoent years in the States, and here is a letter—if you will allow me to 
read—which confirms the evidenoe, The letter reads :— Confirming conversation I 
sucoeeded in haring a few words with Mr. Hoover this morning and I hope 1 am quoting 
him correctly in the following— “ In pre-war years the total value of production in the 
United States approximated dollars 25,000,000,000; at the present moment it 
approximates 60,000,000,000. IJven after allowing for ohanges in the index number you 
will note that there is substantial increase in production." He, then, before going on to 
ootton weaving says “ As, expressed in bushels rather than in dollars, the agricultural 
production in this country is approximately 25 per cent, above prewar while the 
number of farmers has decreased. A similar situation exists in a number of other 
commodities, for example the railway tonnage handled is considerably in excess of 
prewar while the staff employed is practically unchanged. Another way of con¬ 
sidering this subjeot is through an analysis of the savingR of our people, for it 
is noted that, in Bpite of the fact that we spend large sums for automobiles, radio 
equipment and the like these luxuries have not had the result of decreasing our sav¬ 
ings in the broad sense of the word including life insurance and a broad line of reserves 
of like character. Although none of these methods are really satisfactory it is a 
striking coincidence that they all suggest that we are in a better position than in 
pre-war days by a margin of 15 per Gent, per capital." (This was written on April 20, 
1925.) In other words in making a statement to you Mr. Hoover was ma king full 
allowance for ohanges in the index number since prewar dayB. You will also he 
interested in the following figures which were secured from one of our textile machi¬ 
nery manufacturers recently. “ One weaver using the automatic looms of the present 
day does work equivalent to that which could be done by 9,600 weavers using 
handpower looms. Similarly one worker in a modem spinning mill cun produce as 
much yam as could be produced by 45,000 spinners employing the old-fashioned 
spinning wheel." One thing I noticed, and I shall deal with it when we are discussing 
the inefficiency of Indian labour, in regard to the food supply, was the extraordinary 
efficiency of the worker and his high standard of living. For example, a man work¬ 
ing bb a carpenter may be using a Ford motur car. I have seen them in the 
restaurants in the evenings. Compare them with an Indian worker. The American 
gets a tremendous amount of fats into his system ; and that is what we in Bombay, 
as a result of our family budget, have found that the food supply of tho worker 
in Bombay is very deficient in. 1 shall deal with it later. See the small amount of milk 
for example that he takes into his body and also the small amount of protein. Now, 
that is a question of food supply. But, as the President pointed out, it is not only 
in regard to the question of hours but it is a question of effioionoy too whioh goes to 
make the Amerioan so extraordinarily efficient making him really an important factor 
in world production of textiles to-day. 

Q. Speaking generally you found that in America they were faced with th3 same 
problem as we are in India. The old established mills in Bombay are increasingly faced 
with the competition of newer mills more advantageously situated elsewhere. In Amerioa 
the'new mills are in the Southern States. Here they are iu various parts of India, 
Native States and elsewhere T 

A. That is so. Sir. 

Q. Apparently In America, pressure cannot he brought to hear on the Central Qovern- 
ment, to enforce a uniform working day. What steps are they taking in Massachusetts 
to face the growing competition from the other States ? 

A. The main thing that resulted as yon know is this. The Legislature of Massachusetts 
took up this question and instituted an enquiry to he undertaken by its Department of 
Labor and Industries and discussed this fully with the Commissioner, the Labor Commis¬ 
sioner. He has given me the report of the special investigation, which I shall hand 
over to yon, Sir tor perusal later on. But what they really recognised is this, that they 
must keep np the efficiency of the machinery, and they say that it is impossible now 
to go back on labour legislation. For example, more than one manufacturer told me that 
in some States there was no limitation of hours at all; in Georgia, Kentucky, Lousiana, 
Mississipi, Virginia and North Carolina GO hours a week with 10 hours* a day. In 
Tennessee 57 hours a week—10$ hours a day. South Carolina 55 hours a week—10 
hours a day. Texas 54 hours a week—9 houiB a day. Massachusetts 48 hours a week—9 
hours a day. In Massachusetts, as I pointed out, there are certain prohibitions on work 
and there are other questions such as a minimum wage. There is a minimum wage 
which is nut mandatory and does not vet apply to the textile industry. They have got a 
lioensing of engineers and firms. They have got Workmen's organisation, standard 
establishment for factories and workshops, mill hours for women and ohildren, and all 
these things. But nevertheless the conclusion whioh wu come to was that still by looking 
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to the efficiency it is machinery and internal economy the mill industry in Massachusetts 
oould hold its own in the higher counts, in the better goods. 

Q. The steps they have taken then are an all round improvement in efficiency ? 

A. Yes, If I may quote from the Hilton Young Commission Report, what they call here 
in paragraph 193, what the Currency Commission calls “ the prosperity of an industry 
depends on the soundness of its internal economy and its adaptability to changing condi¬ 
tions ; and any basic unsoundness in its economic conditions cannot be rectified by a mere 
change in the ratio of exchange.” The point is that Massachusetts can still, in the 
opinion of the Department of Labor and Industries in Massachnstts, hold its .own provided 
those points are attended to. And of course, as elsewhere, you get variations between 
industries and industries and between mills in the same industry. For example, I wae 
talking to the biggest manufacturer of jute in America and he told me his people are so 
good in keeping statistical information well and up-to-date that they have got their 
facts well ahead. For example, he could tell— he has got a mill in Calcutta as well—that 
at the present moment he was importing, paying a high tariff in America, sacking for the 
cotton crop and he found it was cheaper to get the Indian Labour in Calcutta to make 
this at the moment. He imported it into the States, paid the import duty and it paid 
to do so. 

Mr. Subba Hao .—Inspite of the greater efficiency of the American labour ? 

A. It was at that moment. 

A. He said ‘ I cannot always do it.’ And then I said ‘ how do you regard the efficiency 
of the Indian labour?’ He said for heavy goods, lifting up bales, the American will do 
live times os muoh as an Indian ; but he added that the Indian weaver iB not at all a bad 
weaver. 

Q. I want to get that point definitely down. From the example given, it looks as though 
Indian labour is really cheap. You get from him in spite of a low wage a considerable 
amount of work. It pays to employ inefficient Indian labour at that prioe rather than 
more efficient American labour at a higher wage. That is with regard to the jute 
industry. 

A. \ es but I would not be too doginatio. It would he sometimes temporarily. There 
may be local conditions whioh would make it possible for him to do it for a certain time. 
Then you know the drawbacks to efficiency in Calcutta from hookworm. The loss to 
effioienoy is considerable just as in Bombay mills when you get an epidemic of cholera 
or influenza as you had in 1919 ; it is a tremendous handicap to the employer in Bombay, 
because the efficiency of the labour is so important. 

President .—I think perhaps the best plan would be to dispose of a few general questions 
before we come to any details. Generally speaking, do you hold that the present 
depression in the textile industry is due to the lack of purchasing power ? 

A. It is to a considerable extent. You see there is no outlet for the whole of the 
production of the mills at tM moment. Things are getting better; but to-day you have 
got stocks, in Bombay—I think I have given that in my memorandum—which are con¬ 
siderably above the prewar years and also business has been extraordinarily difficult in 
the last few years because you had a falling market against you the whole time. 

Q. I see in the latter part of your evidence you suggest an import duty. How is a 
protective duty going to stimulate demand ? In other words, of what use iB a duty going 
to be to the mill industry unless it enables their surplus to be cleared off and their output 
generally to be disposed of at a higher price than they are getting now ? 

A. If you look at the figures of the imports of Japanese yarn to India you find that the 
imports are to-day 32 times more than they were ton years ago. 

Q. As regards yam, the gain has been almost entirely at the expense of Lancashire ? 

A. I have not got the actual Sea Borne Trade figures. In pieoegoods, you see imports 
have increased something like 14 times in the same period. On thinking it over, 1 think 
if you had a tariff on lower counts—1 mentioned it in the memorandum—at any rate 
that would be an advantage to the Indian producers. Oi course it means raising a 
completely new issue of protection perhaps in India, and going beyond the Fiscal 
Commission’s recommendations. But it would be protection to the Indian manufacturer 
to a certain extent and it would hit the countries whioh export lower counts without 
hitting those whioh send us very high counts. 

Q. But how are you going to help the Indian manufacturer to dispose of his goods f 
If you had a flourishing home market whioh was capable of absorbing all that might be 
produced, I could understand the position. But as you yourself show, that is not the case. 
You say hero ‘ by the way, before the war, the consumption of cloth per head was about 
18 yards ’. How it is not more than,12 yards. 

A. I have not got the latest figures. 
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Q. According to our figures including the products of the handloom, the highest 
figure before the war was 17 yards, in 1913-14. In 1924 it was 15. It is now baok at 14. 

A. Yes. In 1923-24 it was 12-5 and to-day, it is 13-SO. Those figures are from the 
Sea Borne Trade Returns. 

Q. In any case the consumption per head is less than it was before the war'in spite of 
several good seasons. The point I want to be quite clear about is, would you as an 
economist say, that a protective duty is bound to ..send up prices ? 

A. Generally so, other things being equal. 

Q. We bave tried to disentangle this particular factor from others and it is a difficult 
thing to do. 

A. Tho incidence of import duties is one of the most difficult parts of the subjeot. 

Q. Then other things being equal, a protective duty sends up prices. The effect of an 
increase in price is ordinarily to restrict consumption ? 

A. Undoubtedly, unless for example-—you get that in England—if prices go up, you 
find that people will still go on buying wheat and bread and cut off other things, in spite 
of the rise. 

Q. We see here what they can do in the way of cloth. Their consumption in 1920, 
when prioes were at their highest, went down to seven yards. If you restrict consumption, 
what is the benefit of the protection to the mill industry ? 

A. But is not this consumption a passing phase. The cultivator is carrying on until 
prices become more moderate. He is merely carrying on ? 

Q. He will go on carrying on. There is nothing to prevent it. 

A. When prices fall owing to a large crop of raw cotton, instead of buying one saree 
he will buy two. 

Q. He may. I am looking at it entirely from the point of view of India as a home 
market. Unless it can be proved that protection is going to be of immediate benefit 
to the mill industry, unless the benefit is going to be prompt and speedy, how are wo 
justified in recommending it ? It is obviously a matter of vital importance to the 
interests of India and no Tariff Board, in my view, could be justified in recommending 
anything unless it were convinced in its own mind of the effects which will follow from its 
recommendations ? 

A. The effect will be that the Indian mill owner will have the market in the lower 
counts move to himself. 

Q. That, of course, is a matter on whioh there is not a great mass of evidence. Such 
evidence as we have got at present goes to show that the bulk of the Japanese competition 
is between 30s and 40s, a class ot goods in which India can hardly be said to have a natural 
advantage, as the evidence also goes to show that the counts between 30s and IDs which 
are spun in India are spun to a large extent, not entirely but to an appreciable extent, 
from ootton imported from Uganda. 

A. That is so. But you get in Ahrasdabad the finer counts. They are being produced 
here. For example you get 60s to 30s. 

Q. But they are not produoed from Indian cotton ? 

A. Undoubtedly. 

Q. You remember the Fisoal Commission laid down as one of their criteria that the 
industry should have a natural advantage. If these counts are not spun from Indian 
cotton, where is the natural advantage ? 

A. I quite agree it is going beyond what has been laid down by the Fiscal 
Commission. 

Q. And, therefore, it seems all the more necessary that we at least should be oertain 
that the remedy Is going to have an immediate effect. 

A. As I have suggmted in my memorandum, the efleot of the duty should be watched 
very carefully. Th3 oosts of production from the representative mills should be looked 
on from time to time. 

Q. By the Tariff Board, 1 suppose ? 

A. By your Central Statistical Authority and the Collectors of Customs. 

Q. Don’t you think that is a little optimistic ? Wo have been trying to get costs of 
production for the last throe months and i can as.ure you from our experience that it is a 
Herculean ta°k to get costs of production at all in the first instance and then in the second 
instance to get them in a form which you can understand them ; ami do you think the 
costs of production supplied to the Statistical Board and the Collector of Customs would 
be of any value ? 

A. I can frankly admit that many returns I have got I bave been unable to put before 
you. In fact I have only put in two composite sets. 
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Q. Don’t you think it would bo a little optimistic to say the least tO' base your 
alterations in the tariff on costs of production supplied by representative mills to a Board 
or Collector of Customs who would have no experience wh atever in interpreting them f 

A. I think that Government with one or two officers including a statistical Officer oan 
do it and there are people in Bombay who could advise them on that. But I admit it 
is an extraordinarily difficult thing. 

Q. I wish you as one of the senior economists in India could give ua a little more light 
on this question of the effect of a protective duty on increasing prices and restricting 
oonsnmpticn, and therefore its effect in bringing about the desired object. 

A. I shall do that and I suppose you have no objection to my doing so in a separate 
memorandum. It is beyond the Fiscal Commission you say. It departs from the principle 
laid down by the Fiscal Commission and I suppose you do not mind it. 

Q. Not in the least. The faot that we have been given such wide terms of reference, 
shows that we are not necessarily bound by the recommendations of the Fisoal Commission. 
We should naturally have to justify any departure we make in our recommendations 
from the recommendations they laid down. Such a departure would require the very 
strongest justification and the only justification that we could furnish would be our firm 
belief that it would attain the desired ohjoot. The only justification for imposing anything 
which means an indirect tax on the consumer is that it would be of real benefit to the mill 
industry and that is the point on which we have so far no evidenoe whatever. 

A. I shall look into that. 

Mr. Subba Ilau .—Could you tell us from your knowledge of statistics in the earlier 
years, to what extent cloth imports from Lancashire consisted of cloth made of oounts 
under 40s ? 

A. I could not do that from memory. 

President .—The next question whioh we would like to discuss with you, Mr. Shirras, is 
the question whether you consider that the stabilisation of the rupee at 1 /6 is a permanent 
handicap to the industry as has been repre»ented by the Bombay Millowners and many 
other witnesses before us. 

A. Sir, this is a question which has been argued frequently ever since the Gold and 
Silver Commission met in 1887. It went into the question of the fluctuation of gold and 
silver and the general effects on exchange. Ever since that time there has been a great 
deal of argument as to whether a rate of exchange has a permanent effect on trade. Now 
there are certain points common to both sides. The first thing is that no one in his 
senses would disputo that if exchange went down from Is. fid. to la. 4d. and if the price 
of your raw cotton is fixed, the amount you get is different at the two rates. 

In 189S), Professor Marshall put the question very lucidly as follows :— 

“ I find that those who think that a relatively depreciating currency gives a bounty 
to the export trade, generally quote in support of their conclusion facts which I should 
not dream of calling in question, and I think it may be well to state what scorn to me to 
lie matters common to both sides, mottoTs which are not in dispute. The dispute is 
whether from these facts it follows that a depreciating ourrency gives a bounty to the 
oxport trade. It is common.ground that, if the price at whioh an exporter sells his O oods 
in foreign markets betaken as fixed, then a fall in the value of his own currency, relatively 
to foreign currency, of 1 per cent, increases his gross currency receipts by I per cent, 
and is likely tp increase his profits in a much larger proportion, or to turn a loss into a 
profit.' Expert witnesses have been called, and numerous expert writings have been 
written by people making a point of the fact that they are actually engaged in trade, 
and in a position to prove that this is the experience of practical lifo. But really no 
experience is needed ; the result follows from an elementary application of the first rules 
of arithmetic ; and it has never, as far as I am aware, been doubted by any porson in 
the world. It is common ground also that, if the currency in India is rising in value, 
while that in, say, China, is falling in value, then the employers in India, having to pay 
relatively increased fixed charges, salaries, wages, etc., may be complaining of hard times, 
while the employers in China are making good profits. This will, perhaps, be expressed 
by saying that currency changes are giving an advantage, or a premium, or a bounty to 
the Chinese employers as compared with the Indian. If these employers in India are 
producing for export to foreign countries, they may be described as exporters j and it 
may be said then that the Chinese exporters havo a bounty in comparison with the Indian 
exporters. But this appears to me to be an incorrect way of expressing an undoubted 
fact; for, first, tho gain of the Chinese employer is independent of the accident that bis 
goods are exported ; and, secondly, it is at the expense partly of the creditors who are 
financing his export industry, but mainly of the employees in it. Now if one says that 
the export trade of a country is conterminous with the undertakers of business enterprise 
who are generally employers, and that anything that benefits the employers is a bounty 
on the export industry, then the proposition may be conceded. But, as I hold that th$ 



367 


creditor)) who finance an industry that produces for export have some share in the export 
trade, and that the employees who make the thing for export have a very large share— 
quite as large a share as the undertaker,—holding that, I do not admit the proposition. 
If the statement is that a depreciating currency gives a bounty to the employer who is 
producing for export, I admit it; only, I add, the bounty is just the same, and at the 
expense of just the same people, as that which he would get from a depreciating currency 
if he were producing for his home market, and not for export. Again, it is ccmmon 
ground also that, when a country lends capital or returns any of its borrowings, or increases 
its payment of foreign dues (for example, increased sales of Council bills), or has increased 
its imports above their wont, then there is an increased demand for exporters’ bills; 
that this is necessarily accompanied by a fall in the valne of that country’s currency 
relatively to foreign countries, causes a stimulus to exports, and increases, for the time, 
the profits of exporters. But all this does not go to show that a depreciated currency 
is a bounty to exporters in the way of causing an increase of exports relatively to imports. 
On the contrary, any stimulus to exports relatively to imports which is not acccrnfanied 
by lending to foreign countries, or returning loans, must necessarily he followed and 
compensated, by an exactly equal falling off of exports relatively to imports. For it 
oausos an excess of exporters’ bills, and that gives at once a bounty to imports. If the 
bounty is not sufficient tho discount on exporter’s bills rises, and, therefore, the bounty 
on imports rises, until precious metals or other goods come in.” 

He goes on to illustrate this by taking a bale of jute and a bale of imported piecegoods. 
Now, may I just go into the history by taking the point really at issue T This, as you see, 
was Marshall’s evidence and he showed clearly what exch ange was, it is the ratio of sterling 
price to rupee price. He explained it fully here in his evidence. 

The Indian exchange is quoted as the sterling price of the rupee, that is what price in 
London can command a rupee’s worth of goods in Calcutta or Bom bay. Then the Fowler 
Committee in taking up this question say that they looked into the trade and they found 
it was no advantage to the country as a whole, a point which may be emphasised. 
Before that, in 1893, tho Herschell Committee examined the statistics of Indian exports 
lor a series of years and came to the conclusion that “ although one may be inclined, 
regarding the matter theoretically, to accept Ihf proposition that the suggested stimulus 
would be the result of a falling exchange, the examination of tho statistics of txport 
produce does not appear to afford any substantial foundation foi the view that aDy 
practice that is a stimulus, assuming it to hav e existed, has had any prevailing effect on 
the course of trade ; or. the ountrary the progress of the oxport trade has been less with 
a rapidly falling than with a steady exchange.” They desired to state that they had been 
unable to find any statistical support for the theory that exports are largely and 
permanently stimulated by the depreciation of the standard of value resulting in a fall in 
exchange. Then they go on to quote with approval the views of the Government of India 
in a letterdated the 12th October 1879that acountryas a wholemakesno gain in its free 
international trado by depreciation in its standard since the extra price received for its 
export is given away in the extra price for tho imports. A producer of an article of export 
may make a temporary and unfair gain from depreciation of the standard at the expense 
of his employees and of all other porsons to whom he makes payments. You have had 
experience of that in the depreciated currencies of Europe in the last few years—and 
consequently the action of depreciation by liability to sudden falls in prices as well a» 
rises checks the general increase of international trade which necessarily results from the 
want of a common standard of value between the countries which have intimate commer¬ 
cial and financial relations. Then they go further and they say, if you take a falling 
exchange, at what point w ould it ultimately fall that would be beneficial T “ As regards 
the argument that a low exchange stimulates exports and decreases imports it is further 
to be observed that whatever advantage ic attached to a low exchange should he increased 
by parity of reasoning by a still lower exchange. It haB been represented to ns that it is a 
falling exchange which stimulates exports, but as regards the ultimate limit of the beneficial 
fall we have failed to discover at what precise point, if at all, the advocates of this view 
would hold that the alleged advantage of a falling exchange ceases.” 

Then, I would give you the reference in my hook on Indian Finance and Banking 
(Macmillan & Co.!—page 149—on the stimulus of a falling exchange, where you Bee the 
points at issue. The point seems to be this. Those people who argue that the cultivator 
or others would get 12$ per cent, less assume that the price is fixed. It all seems to me 
to be like the case of the Sabarmati river—if people were to say that the whole of the 
volume of water which runs down the Sabarmati river was governed by the amount of 
the tide at the mouth of the river which is notoriously not a fact. It is very important 
to take this matter and thrash it out in view of the fact that some people do not really 
appreciate the big eeonomio forces at work. Marshall says, in one place, that you may 
as well have the Tate of exohange put in an envelope. If a man exported his jute to 
London and then brought it back in the shape of a hale of calico and made a profit, the 
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rate of exchange may be in a sealed envelope. If you are an employer you will get 
more but you have to look to far more important factors, the question of the effeot on 
capital ana also you must look into the question of those faotors which affect the price 
of India's exports, such as jute, cotton and other things. That is one aspect of the 
subjeot. As regards the Is. 6 d. exchange I have looked into the question. You find 
now that the Indian prices are more or less, as the Commission rightly, I think, pointed 
out, stabilised at la. lid. Then, the Commission in a very interesting way have 
pointed out the course of prices in paragraph 1H5 of their report—page 71. Also so far 
as the eflect on wages goes they of course point this out in paragraph 193. I will read 
tho whole thing :— 

“ The reduction of the exchange rate to Is. id. which the Chairman of the Association 
and many other witnesses advocated, would at best provide a temporary alleviation 
only for so serious a maladjustment. The ultimate effect would merely be, by inflating 
the currency to the extent of 121 per ocnt. to produce a conconlcd reduction in wages of an 
equivalent percentage, Even if this would secure the desired equilibrium, whioli teems 
highly improbable, we do not regard it as sound policy to use the currency as a lever 
to reduce real wages. Any adjustment of wages thus brought about would be arbitrary 
in extent, as well as temporary in character. Inflation is a dangerous expedient, which 
has often been advocated, and sometimes deliberately applied in other countries for 
similar purposes, but it has always been found to carry nothing but evils in its train.” 

And then, as already quoted, “ the prosperity of an industry depends upon the soundness 
of its internal economy and its adaptability to changing conditions; any basic unsoundne6s 
in its economic conditions oannot be rectified by a mere change in the ratio of exchange.” 
And I find that my friend, Sir Victor Sassoon, when he went before the Currency Commis¬ 
sion on this question very modestly put the ease of exchange from the millowners’ point 
of view as follows. It will show that they do not really take exchange as a cause of 
depression as it is given now in your evidence. Before the Itoyal Commission on Indian 
Currency and Finance it was said as follows :— 

. ‘ On the 11th of December,’ said Mr. Hilton Young, * we had a memorandum from 
Mr. Maloney, the Secretary of the Millownera’ Association, which Bets forth in some 
detail the proposals and recommendations of your Association, and I will proceed, if 
I may, to ask you some questions to elucidate the nature of your proposals and to ascertain 
tho weight of emphasis which you place upon them Then, Sir Victor Sassoon replied 
and I think he is in the first rank as regards his acquaintance with the mill industry in 
this country. He said, ‘ If I may interrupt for a moment. Sir, what my Association 
have allowed me to say iu coming before you is that we do not pretend to be experts in 
currency. We obviously view the matter from a rather domestic point of view. But at 
tho same time certain members of the Committee thought that they would like to amplify 
if you notioe, what we call ‘ suggestions ’ ; but really what we wish to emphasise is what 
affects us more closely, that is to say the Bffeot of an appreciated rupee to day and the 
effect of a gold currency. That is what affects us more closely. The rest are mere 
suggestions and I do not suppose I shall be able to give you opinions which would rank 
as weighty as those of the experts you have had before you. ‘ 1 should naturally suppose,’ 
the President said, 4 it would be a misapprehension to conclude from what you have 
said that your proposals,jefer only to the interests of the Millowners’ Association ; 
I should rather suppose that your proposals are put forward on grounds of general public 
interest.” The reply was, “ on the ground of general publio intercut, oertainly, Sir. 
But at the same time shall we say more from the businessman’s knowledge rather than 
from a currency expert's knowledge. I mean we have certain views which you may call 
commonsense views held by business people, but certainly my knowledge as to the details 
of some of these technioal questions is by no means extensive and I should not perhaps 
be in a position to reply as to certain causes and effects if it conoemed the more highly 
technioal part of the Currency Commission’s question.” I think what they really 
meant was, as I said before, they brought in a question which no economist to-day 
would dispute—this is a simple arithmetical question—if exchange depreciates from 
Is. 6d. to Is. id. the person doing business will get more g/jjn which may convert his losses 
into a profit. But undoubtedly you have to look to these bigger questions which are 
mentioned by the Gold and Silver Commission and you have to get behind those faotors. 

So considering all these things I do not think from the point of view of depression you 
oan take Is. 6 d, rupee as a cause, as a permanent cause of the depression in the industry, 
although as I say in the short period a depreciating currency is very good sometimes 
to the exporter and that it converts losses into profits. I must apologise for going into 
the question at such length. 

Q. A depreciating exchange gives the employers a temporary advantage at the expense 
of the employees ? 

A. Necessarily. 
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Q. I take it that an appreciating exchange shall v e say—gives the employees a temporary 
advantage at the expense of the employer ? 

A. Yea. 

Q. And that I take it is the reason why the index figure of the wages of the tr ill hands 
in Bombay is out of reU tion to the index nun; ber of the coat of living ? 

A. Sir, if I may say so, I have been away, as you are aware on study leave and I have 
not seen how these figures, the recent figures which have been put forward by the mill- 
owners have been calculated. According to the Currency Commission’s report (paragraph 
193) for 1914 it is 100, but speaking from memory your calculations___ 

Q. For 1910 it is taken a3 100 in the Millowners* statement. 

A. There is no difference on the main point at issue, that the cost of living has not 
increased as m uch as the increase in wages, as the Currency Commission pointed out, and 
they asked the Finance Member about this. The Finance Member, who is very discreet 
in these matters, said an the 7th January 1920 in reply to questions :— 

“ Q. Now, turning to Bombay, taking the prewar index figure at 100 we have been 
told that to-day’s level is 231 ; that is to say there has been an increase in wages of 131 
per cent.” The answer was :—“ What is the increase in the cost of living ?” From J00 to 
153, was the reply. Then Sir Basil said “ It looks here as if the wage earner in that case 
had dealt with less clever employers than on this side of India.” The next question was:— 
“But taking your own suggestion that there must be an increase in the standard of living 
apart from the increased cost of living, what will you say, kteping in view the difference 
between cost of living to-day in Bombay and the increase of wagbs in Bombay, the cost 
of living having gone up by 53 and the wages having gone up by 131 per cent.? Sir 
Basil said “ if this is really the fact it seems to me that the probability is that the Bombay 
millowners are paying an unnecessarily high wage, but 1 must confess the statistics that 
I have had do not suggest to me that there has been any appreciable increase in tho 
real wago of the Bombay mill hand from 1914 to the present day”. The next question 
was “ the figure I am giving you is the figure that was given in evidence on behalf of tho 
.Millowners’ Association in Bombay by Sir Victor Sassoon.” The answer was :—“ I had 
figures which ultimately Came from the Labour Office which suggested that the increase 
in the real wage of the Bombay mill hand at the time, in September 1925, when the strike 
first broke out was at most 11 per cent., so that « reduction of 114 per cent, in wage 
practically brought him back to the real wage of prewar days”. And if you look into 
the question, you would have to take the increase in wages of the Bombay worker from 
1830 right up to date and see whether the movement of wages was, as the Currency 
Commission pointed out, lagging as compared with prices and not rising really. 1 have 
submitted a statement to the Tariff Board taken from Mr. Butt's Prices Enquiry 
Committee’s Report of whioh Committee I was a member and you will see the rate of 
money wages given in Volume S of the Prices Enquiry Report. They arc given for each 
place and each part of India. 

Q. Those figures show that. there was no real increase ? In fact there was a drop in 
real wages between 1880 and 1912 ? 

A. Yes. 

Q. That only carries us to 1912, I think ? 

A. Yes. 

Q. I wanted the increase in wages in Bombay in 1913. 

A. In the report of the Prices Enqtiry Committee we gave the money wages in the 
first part and then we gave the real wages, and then you will get the aotual wages 
in rupees and the index numbers. 

Q. What figures was Sir Basil Blackett referring to in that quotation ? I take it he 
was referring to the 1925 figures ? 

A. I think he was referring to the wage census, the last wage census, the cost of living 
index—but I was on study leave and I cannot say for certain. 

Q. What is your genorsl view of the subject 1 Are you inclined to think there is or 
there is not such a maladjustment as these figures seem to show ? 

A. I think thete is for the short period but you have to study the movement of the 
wages curve over a longer period before reaching a definite conclusion. 

Q. You consider that wages in Bombay have not gone down in proportion to the fail in 
the oost of living ? 

A. Wages in Bombay are higher than the cost of living increase from 1914. 

Q. The question arises then whether they are really higher than the industry can bear 
in the present condition ? 

A. I have been looking at a statement in the report of the Royal Commission on Indian 
Currency and Finanoe which gives the scale—page 363 of Volume 2. 

HO Y 422—24 
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Q. I do not q uite know what is the point you are trying to prove, Mr. Shirras ? 

A. I am pointing out that skilled labour has risen all over the Presidency very consider¬ 
ably and the rates are not far different in textiles. If you take the wage of a man in 
Ahmedabad, in the last censts it is 162 and in Bombay it is 172. I am not absolutely 
certain how far we can use those figures in skilled labour I will have it looked into. I 
will look into the question to see firstly what is the rate of skilled labour in the Presidency 
as compared with mill labour and what the rise has been That has to be taken into 
consideration. Then the increase in the cost of production.' When I was Director 
of the Labour Office, including the raw material, wages were between 12 and 18 per cent. 

I have got statistics of mills in the Central Provinces where the percentage of the cost was 
less. If you exclude the raw material the percentage may be 30 or above__ 

President. —Well, according to the figures we have got here from the Millownera’ 
Association, the cost works out to about 20 per cent. The cost of the labour is about 20 
per cent, of the whole, including the raw material. 

A. Individual mills work out from 12 to 20. I think the figure is more or less 
correct. 

Q. To get back to your original point, before we go further: do I understand yon to 
hold that there is no maladjustment between real wages and the cost of living T I under¬ 
stand from pago 75 of the Currency Commission Report there is some maladjustment. 

A. That is so, but not over long periods. 

Q. Then the question arises whether it is right to use protection as a lever to maintain 
an uneconomic rate of wage in Bombay. Does it amount to that 7 If there is this mal¬ 
adjustment, does it not mean that the rate of wages in Bombay is uneconomic, and that 
therefore the imposition of a protective duty would be the moans of maintaining the 
uneconomic rate of wages in Bombay 7 What I should liko to know is whether you 
consider that “any basic unsoundness in its economic conditions cannot he rectified 
by a mere change in the ratio of exchange ” 7 

A. The statement is true. 

Q. It is a very important question. 

A. It is. 

Raia Hari Kishan Haul .—Are you inclined to think that the wages are at a pitch that 
could bo justified otherwise 1 

A. I think so. There i* no getting away from the fact that labour in Bombay, compared 
even with Ahmedabad, is not so very regular in attendance. For example, as compared 
with other countries, of oourse, the efficiency is very low indeed. That of course is due 
to many factors such as housing, a low level of education and that sort of thing, 

President .—The next question on which I want your viows, Mr. Shirras, is this. You 
state in your note for us that you consider that the upcountry mills are in appreciably 
more favourable condition than the Bombay mills. 

A. I put forward the statement showing the dividends and financial position from the 
Investors Year Book, 1926. 

Q. The inference drawn from that is that the present depression is confined chiefly to 
the Bombay City 7 

A, It is intensified there. But there again you get differences between mill and 
mill. 

Q. Assuming that the protective duty which you support were imposed, how far are 
we justified in imposing a protective duty in the interests of Bombay when half the ootton 
textile industry is, according to your own showing, much less in need of it 7 

A. Might I draw your attention to those figures 7 The figures are lower in the other 
mills too. 

Q. I know. The application for protection is primarily from Bombay and it has been 
supported by Ahmedabad. But it is clear that Ahmedabad would not have asked for 
protection if Bombay had not. And there has been no application for speoial protection 
from the upcountry mills. In these circumstances, the point on which I wanted your 
views was how far you consider, from your knowledge of Bombay especially, and of the 
industry as a whole,, that the Board would be justified in recommending a protection 
which, to say the least, is not so necessary in the case of upcountry mills as in the case 
of Bombay. 

■ A. It will help the upcountry mills too. For example, yon get in the industry in 
Ahmedabad,for example, oatering for the market on fancies. There is a mill on double 
shift going for goods of higher counts and also there is another mill which is spinning 
about 60s to 80s in Ahmedabad to-day. 
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Q. My point is that granted, as you say, protection would help the upeountry mills 
more than it would the Bombay mills, then does not that maintain Bombay in its relative 
inequality with the upoountry mills ? 

A. There is another important factor to be included and that is the question of internal 
eoonomy in the Bombay mills, of waste to be eliminated, and that question has to bo 
looked into. That is one of the remedies which the industry has in its own hands. 

Q. Yes. Is not that as effective a remedy against external competition as it is against 
internal competition f Should it not be ? 

A. It is a remedy undoubtedly. 

Q. I think you mentioned just now, Mr. Shirras, that you would like to say something 
of the comparative efficiency of the Japanese and Indian labour. 

A. I have given in my note suoh statistical data as exist. I have been unable to get, 
I think one ought to admit it frankly, the cost of production in Japanese mills, but I 
have been able to collect some data. 

Q. In the American Tariff Commission’s report we have some data. 

A. Yes. The American Tariff Board publishes some very good publications. But 
there is one point. Wages in Japan have increased by an appreciable amount during 
the last few years. As regards wages, you see that wages in Japan for a spinning depart- 
ment in the prewar year was 0-12-3, reducing itat 1*. 9d. to the yen. This is from the 
Labour Gazette. I assume that all the figures in the table are converted into rupees 
at Is. 9 d. Of course one factor which makes for efficiency in Japan-—a factor making 
for efficiency in all countries—is education, and in Japan I think nearly 100 per cent, 
of school-going age are at school. There are many at continuation night sohools. So 
ednoation is very much more widespread in Japan tlfttn it is among the textile workers 
in this oountry and education, housing and food % supply are the factors which affect very 
materially the health and strength of the population. So there are signs of greater output 
per worker than there would be in this oountry. I think the number of spindles has also 
to be examined. 

Q. Wo are doing something in that line. 

A. But it is extraordinarily difficult to get any figure like the percentage of relative 
cost, but my third memorandum will give the available data. 

Q. There is one rather important question I should like to go into with regard to labour. 
That iB absenteeism. According to the Bombay Millowners’ replies to our questionnaire, 
they say, according to the Ijabour Gazette, absenteeism for the month of June 1926 was, 
in Bombay 11 • 13 per cent,, in Ahmedabad 2 ■ 54 per cent, and in Sholapur 16" 6 per cent. 
There is a remarkable difference. But the difference would seem to be nothing like as 
great as would appear from those figures, the reason being this. As we understand 
it, in Ahmedabad when a man is away, a substitute is immediately taken on the books 
and given a plaoe in the register and the original man is not counted as absent, whereas 
in Bombay the man is counted as absent and the absenteeism is worked out on that basis. 
It obviously makes a vast difference. 

A. Would, you look at the last report of Wages and Hours of LaCour in the Cotton 
Mill Industry, page 7, in regard to absenteeism, paragraph 21 ? 

1 It must also be remembered that correot returns of absenteeism are considerably 
affected by the question of substitution, especially in regard to the weavers. When a 
weaver is absent, he may either ask the operative in charge of the looms noxt to his to 
look after his looms or he may send a substitute. In most mills no record is maintained 
for suoh substitutes ’ (that applies to Bombay) ‘ and the amount of piecework earnings 
on the output from the looms assigned to the worker who is absent is paid to the worker 
whose name is entered on the pay roll irrespective of the fact whether the looms were 
tended by such worker throughout the month or not. In suoh cases no absenteeism is 
Bhown. On the other hand real absenteeism is not so high in the weaving department as 
in any other. The figures of absenteeism given in the Labour Gazette as regards Ahmed¬ 
abad appear to be, on the whole, on the same basis. These workers have a greater 
absenteeism than the Bombay workers. In Bombay, most of the work people want to go 
off to their land, mostly on tho Ratnagiri side. Secondly, the conditions of housing 
and the general oity conditions are different from what they are in Ahmedabad. On 
the other hand, you have got workers who are local people and they seem to be mill workers 
more than agricultural workers than is the case in Bombay. They get a bonus here. 
They are keener in Ahmedabad on getting a small bonus for regular attendance. In 
oertain departments they obtain a bonns of 8 annas for attendance and 8 annas for produc¬ 
tion and this includes winding. There is thus a difference in the Ahmedabad mills vis a vis 
the Bombay mills. But if you look at the result of this wage census where you have got 
the detailed figures, you find that in Ahmedabad absenteeism is less than in Bombay 
City (page 8, Table II). 

mo y 422—24a 
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Q. There is this fart that these figures are for one month only. 

A. If I were you, I should take these figures for this oen3os as being the best available. 

Q. You say that these figures were recorded on exactly the same basis 7 

A. The figures in the census we have got from every mill, and they were more representa¬ 
tive and very carefully ohecked, 

Mr. Subba Ran. —Which census 7 

A. The Wage Census of 1923. For example, if you take absenteeism for Ahmedabad 
in the same month as this independent of the wage census you would find that it was 
based on 20 mills and upto the 1 nth of the month, not for the total days in that month. 
Absenteeism is extraordinarily difficult to get at for reasons stated and I should take the 
figures given in the Census and you will find that the Ahmedabad figures for absence 
is less than for Bombay City and Sholapur. You notice too that the percentage for 
women in Bombay in the month was a3 high as 16. 

Pretider >’.—What the Millowners’ Association told us was that if a weaver is absent 
and another man takes his plaoe, he i3 called a hudli. In the mill statement the original 
man is not shown as present but for the J.abour Gazette, purposes it is shown that 
the roan is present all along. They also say that they employ 10 to 12 per cent, more 
bands than they really need because of the absenteeism. What I want to get at is how 
they work out their absenteeism. 

A. I have been away from'the Labour Office for some time. But you can surely find 
out now the number of mills from whioh they are getting returns and get the original 
statement whioh they send to the Labour Offloe and then when you get that you could 
take and inspect 5 to 10 per cent, of them and verify and see how far they arc correct. 

Q. I propose to examine the Director of Information and Labour Intelligence on the 
point. 1 think you say you are convinced that the absenteeism for Bombay and 
Ahmedabad was calculated in the same way. The basis in the two places Beems to be 
somewhat different. 

A. 1 think, in Ahmedabad, we did not have certainly for the month of August 1923 
a complete list of mills. We had only 20 mills and the figures are up to the 15th I 
think. The wage census figures for reasons stated in the Beport are more complete 
than those of the Labour Gazette. I should prefer to tako the wage oensus. 

Mr. Subba Ran. —You say you took only 20 milk for the labour Gazelle for August 
1923 ? Tho data to which tins corresponds, so far as Ahmedabad goes, refers only to 20 
mills and they are upto the l.ith of the mouth. 

Q. And that limit has been kept up afterwards 7 

A. No. They were trying to get more mills when I went on leave in 1924. 

Q. My difficulty is with regard to this oensus and the later one. Here you get 13 
per cent, and so on. Ws have been getting for several months 2 - 7, 3‘ 1 and so on, 
suggesting a great change in the movement of labour or some ohange in the basis of 
calculation. 

A. I should say.that the figures for Ahmedabad are probably not so complete as those 
for Bombay and I suggest your keeping to the complete figures given in the last Wage 
Census foi 1923. But the Director of Information and Labour Intelligence will be able 
to give you further information on that. The second point is that labour in Ahmedabad 
is more local than in Bombay, and it is not so unsteady. For oxample, before the rains 
when all the coastal steamers in Ratuagiri move, if you go by them you will seo how many 
are off in their villages. But laboui is far more steady here and 1 am credibly informed 
here that you do not get bad attendance after pay day as you get in Bombay. In Bombay 
after the monthly wages are paid, absenteeism goes up at once. Here wages are paid 
fortnightly. There you see tho figure for August 1923 for all work people is 11 '2 for tho 
City of Bombay, 11 -6 for Sholapur and 8'7 for Ahmedabad. 

Raja Hari Kithan Haul. —You think that represents the correct state of affairs 7 

A. I thiuk it is not. far wjong—the August 1923 figure ; but the figures are all high. 

Mr. Sttbba Rao.— Have you any figures for the relative wages of the weavers and 
spinners in England 7 

A. 1 have. 

Q. Is it frue that spinners were getting much more than weavers 7 I wanted to 
make sure whether it was for ring spinners and not for mule spinners, 

. A. Weavers do not get more than the mule spinners. 

President.—Are they both paid by piecework in Lancasliire T 

A. No. You get tho exact figures for each occupation in the Report of the Board of 
Trade— C.D. 4545. 

Mr. Subba Rao. —I should like -to go from wages to the other question about import 
duties. So I shall start with the point about wages. This is the present position in the 
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ootton textile industry, specially in Bombay, that costs have risen very high in recent 
years, and the millowuers contend that the wages bill forms a very large proportion of 
the total costs. If you want to obtain the normal profits, either the costs must come down 
or you must devise some method of raising the price. That is the only alternative and 
they contend that the only element in the coats which is capable of any reduction would 
be wages, the wage bill. Now, I think it was brought out in evidence so far that the 
wages although they are high are not very high in relation to the increased cost of living. 
Is that your opinion T 

A. Yes, the figures, as I say speaking from memory, are that wages have now 
increased 86 per cent, whereas the cost of living has increased between 60 and 60. 

Q. Was the basio wage a really decent one ? 

A. No. You get a great deal cf information from my Report on Working Class Family 
Budgets, and I should like to draw the Board’s attention to the results of the analysis 
of my family budget by medical men to find out whether the worker was getting the 
proper food, because he is just like a steam engine. Feed the engine with better coal 
and you get better results. And here they pointed out that the diet was wanting in 
certain respects. They discussed the question of rice as a diet and also the general 
tendency for the worker to curtail his expenditure. They also referred to the expenditure 
on food and also the lack in fats. That you will find in the Labour Gazette for April 
102 ( 1 . 

Q. So, that bears out the impression that the present high wages although they are 
arithmetically high are not by any means too high for the sustenance of labour as an 
efficient factor of production 1 

A. I entirely ooneur. 

Q. You also suggest that the cotton mill labourer is by no means getting a very high 
wage in comparison with the wages of skilled labour in the Bombay Presidency ? 

A. That is the conclusion from this statement which was prepared by the Labour 
Office and furnished to the Indian Currency Commission. 

Q. Then, would not the conclusion follow that a cut in wages is neither feasible nor 
desirable 1 

A. It is not desirable. 

Q. If that be so, and if you start with the first position that at the present price the 
costs are too high to yield a profit, the only alternative would be a rise in priceB or suoh 
a large increase in production as will distribute the overheads over a larger volume 
of production, thereby enabling the goods to be sold at a iow price T 

A. You are assuming that you cannot make other reductions by better 
organisation. 

Q. Quite so. We will come to that. On that supposition, that other economies are 
not possible, the biggest item which can be cut, it is suggested, is the wage bill. 

A. Yes, that applies to till cotton mills. 

Q. If other economies are not sufficient to "reduce the cost to the level of the present 
prjoe and if wages cannot be out into, the only alternative would be a rise in price 1 

A. Yes. 

Q. Therefore we will just put on one side the other possibility wliich, I agree, is the 
more economical one. But let us take the more obvious way of making the two reach 
parity. A rise in price could keep in touch with the present increase in cost. Now, that 
must he the obvious result, or the desired result of an import duty. If the import duties 
are to be levied I assume people who levy the duty visualise a rise in price as the necessary 
concomitant of the import duty 1 

A. In that article. 

Q. Yes. An import duty on cotton goods. An import duty on cloth made of yarn 
below 40s. We understand that that kind of clota cannot be sold as a rule at a price 
that pays the manufacturer. That is the present position. Assuming the position is 
correct —we have not got as yet the costs of production, and we are merely going upon 
the oase submitted to us by the MiilownorR that at the present prices they cannot make 
both ends meet, at least on that hypothesis, if no cut in wages is possible, or if no other 
economies are possible, you must put np prices by some device. To the extent therefore 
the import duties do not bring about that consummation, they fail in their purpose ; and 
if they bring about a rise in price, what is the eilect, as the President asked, on consump¬ 
tion f A rise in price as a rule leads to diminution in consumption except when you are 
considering the bare minimum. There is even now a considerable margin between that 
minimum and the present consumption of about 11 "6 yards per head. Therefore any 
rise is prices which must take place to enable the industry to make the cost equal to the 
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price will affect the amount of consumption and every fall in consumption will mean 
diminished output ? 

A. Yea, we are, of course, assuming at the moment that “in other things ” there are 
no economies possible. 

Q. Quite so. That is a different matter. They are saying that it is not possible and 
they suggest this import duty as the only alternative. Therefore I suggest that the 
remedy proposed will not meet the present situation 1 

A. Exactly. 

Q. Unless, as the President said, the duty was very high, the prices were high and they 
were able to make both ends meet in spite of diminished sales. That is assuming a very 
big import duty. But if you put a small duty, either there will b“ no increase in price 
w hich means they cannot make both ends meet, or yon put up prices and the people, the 
poorer people, will buy less, and you are more or less in the same position as before. 
When you diminish your output on account of rednoed demand you put up your cost, 
and this new cost may be higher than the new price and the oycle begins once more and 
you demand more impprt duties. 

A. Theoretically you are correct, but I am going to deal with this in my Memorandum 
(Memorandum III). You are assuming in that that internal economies cannot be effected. 

Q. They have been effected to the maximum capacity. That is what we are told. 

President .—If you have your import duty, what incentive is there to effect any further 
internal economies, especially when the statement is made that all internal economies 
possible have already been effected under the stress of the depression ? 

A. If you will allow me, my answer to that is this. How is it that the trade depression 
is not felt equally by all the millB in Bombay ? The faotor of so-called depression is a 
temporary negative economy so to say. Why is there such discrepancy bet ween mill and 
mill ? 

Mr. Subba Eao .—So some mills have been able to effect economies or produce at such 
low cost as is equal to or less than the current price ? 

A. Some mills have been losing and others have been losing very much more. 

Q. In fairness wo must put this also, that those mills which are doing well or declared 
dividends are said to have reduoed their costs because of their reserves, the interest they 
obtain from their investments. That must he noted. 

A. It must; and then, of course, you go one step further and you go into the question 
of depreciation and whether the methods of keeping the depreciation fund have been 
sound, financially sound, and other economics oi the business. And that is what at the 
beginning of this discussion we made quite clear, that we were assuming for the moment 
that the internal economies were fully realised. 

Q. 1 am trying to work out the case of the other side. The miliowners say they have 
made all the economies possible, and now they want to proceed further, but they find 
they are helpless. 1 wanted to take the remedy you suggest and try to ascertain to 
what extent it would give them the relief they want, and which they say they cannot 
obtain in any other manner. I suggest the relief will not come under the given 
assumptions. v 

A. Of course, the miliowners will have the market for the lower counts to a greater 
degree than they have at present and therefore having a freer market their turnover will 
be greater. 

Q. In other words, the supposition is that a considerable part of the local market 
is now supplied by foreign imports 1 

A. That is so. * 

Q. Is that a fact 1 Because the local production of cloth was about 1970 million yards 
in 1924-25 and the Japanese imports of doth were 160 million yards in 1924-25 and 216 
million yards in 1925-26. Assuming all that doth is ooarser stuff, is there much possibility 
of an extension of the market for the coarser counts ? It is after all a small proportion 
of the present output. So you oannot suggest there will be much room for expansion of 
the market for Indian mill doth merely because you keep out the doth that competes 
from abroad ? 

A. Is not the miliowners’ point rather this, if you exclude the Japanese or Italian 
imports, the effect will be far greater than shown as an increase in price ? The effect will 
be shutting out that part of the supply which will go over to them and benefit them ? 

A. But you mu3t translate that fact effectively in terms of prioe or in terms of develop¬ 
ment. It means, I suppose, from one point of view that their prices are being out into. 
In other words, it Is a case of what may be called dumping. It would therefore be marketed 
at the present price or slightly above the present prioe. 

A. That is one possibility. 
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Q. As one of them told us, what they fear is not so muoh the present level of pnoes 
continuing but its being cut into, being made even lower by further dumping. 

A. That is another aspect they bring out here, when they say that the extraordinary 
.•ise every year in Japanese imports which they view with dismay is a fact which is of 
significance in the cotton mill industry of the country. If the Japanese imports go on 
increasing at the present rate, the cotton mill industry will find itself in a bad way in 
five or six years time. 

President .—They are looking at it from the point of view solely of the increase in 
Japanese imports. The question will arise as to the relation between those and the British 
imports which have been going down. Is that not so 1 Don’t you think that they are 
looking too exclusively at the mere volume of the Japanese imports and not to the quality ? 

'A. I think they are, as you suggest, emphasising the volume of the Japanese imports. 

Mr. Subba Rao. —A slightly different point emerges at this stage. If you agree with 
them, it is the fear of a further increase of Japanese imports and not the question of 
the present imports it will merely mean they are dumping every time. At the present 
prices they can after all make both ends meet, but they are afraid that the Japanese 
might import and sell them every time at prices that out into the present prices and there, 
by ruin them. So what they want would be not higher prices by means of import duties, 
hut merely immunity from the present competition ? 

A. Yes. 

Q. Which would make the case different. It would not be general import duties that 
they want, but a sort of ad hoc or a special anti-dumping duty, which is different f 

A. Safeguarding of Industries Act. On safeguarding lines. 

Q. That will meet the situation ? 

A. I think in fairness to the millowners, they have both points in view, firstly the present 
high imports and secondly thB possibility of future quantities being seriously great. 
Then coming back to your internal economies about your raw material, futures and that 
sort of thing—is that done to an extent which gives the maximum economy at present ? 

Q. We had both points presented to us. The millowners Baid they are obtaining all 
possible economies now. I do not think it is suggested at any stage in their evidence 
that there was any scope for further eoonomy. We suggested some organisation for 
purchase and for sale. They said it is absolutely impossible, there could be no organisa¬ 
tion, that things were all right as they were. 

A. For example, you take the position of a manufacturer at present. He buys the 
raw material and he has got his cloth and he has not sold that doth. Well, if he can 
hedge properly he saves his money. T have heard of one case in Bombay last year where 
25 lakhis of rupees or a very big sum would have been lost bad it not been for the fact that 
the managing agents sold futures and bought in the way they did. That is an example 
of the internal economy which we assumed when this discussion arose as being extant 
throughout the industry. 

Q. Can you suggest any other internal economy ? For example in your enquiries 
have you found out that any mill organisation is what iB called top heavy, and if so, w ould 
the cost involved be a large proportion of the total expenditure ? 

A. Yes, but that is difficult often to say precisely. Of course, that raises the whole 
question of economy in managing agencies. 

Q. We would like your views on that point. 

A. There again l may draw your attention to Sir Victor Sassoon’s answer to the 
Currency Commission—Questions 5008 and 5009. The President of the Commission 
asked if the Bombay Millowners’ Association was an association of the owners of their 
mills. Sir Victor replied 1 ‘ The word ‘ owners ’ is rather a misnomer. We are more the 
managing agents of mills. It dates from the time when most of the mills were 
proprietary, but l don’t Buppose there is a single agent now who owns the mill he 
manages.” Then thu question was put to him if he could tell them what the typical 
work of the managing agents was to the industry. The reply was “ shortly, the 
managing agent is a firm who takes the place of a whole-time servant usually styled 
the Managing Director at Home. The managing agent is not however a whole¬ 
time servant but aots for a number of companies as a rule besides carrying on his 
own business—generally that of a merchant. The practice dates from the time 
when suitable men were very much sought after and has the additional convenience 
of at any rate one partner being on the spot to carry on the work, while the other 
is on leave. But besides carrying out the executive functions of a managing director 
a firm of managing agents is largely responsible for arranging any finance required by 
the concerns they manage and to do this have to pledge their own credit. This is 
probably their most valuable function to-day and the reason why they have not been 
superseded by whole-time managing directors.” 
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So you see that is the point of view. In a timo of depression when credit was not 
sufficient millowners were able to finance the mills. T think one result of the depression 
is that more has fallen on the millowner in the way of financing than it was the practice 
hitherto. 

President .—Mill agent ? 

A. Yes. 

Mr. Bnbba Rao .—As between an import duty and any other form of State help, suoh 
as bounties or loans at no interest or a low rate of interest, which would you prefer ? 

A. Import duties : but one cannot without going into tho subjeot at some length ba¬ 
ton dogmatical. 

Q. Why ? 

A. I shall deal with this at length in the memorandum. Bounties as you know are 
sometimes far from satisfactory. 

President .—Bounties will be extremely difficult to administer in the case of 337 
mills. 

Mr. Snbba Rao .—We will come to the question of administration later on if necessary, 
but just now I want to consider them as a matter of policy. Suppose you want to give 
protection to the industry, which form of State aid would mean less burden on the 
consumer and would safeguard his interests better ? Academically which do you consider 
the safer remedy from the point of view of the State as a whole, assuming you want to 
help the mill industry, assuming just now that the costs in spite of all possible economies 
cannot be reduced and the present prices are too low. You have got the romedy of the 
import duties fairly obvious. Then we have bounties. 

A. The bounty versus the import duty has been referred to in the memoranda. 

Q. The bounty may be on output. 

A. Would you differentiate between Bombay and elsewhere f 

Q. No, I am taking the Indian industry as one unit. There are difficulties as to the 
efficient unit and so on, I admit, hut 1 am merely taking the principle—giving help to 
the industry in a direct manner as opposed to giving that help in a manner that by a 
change of conditions may be concealed. You know as a theorist how difficult it is to 
discover whether a duty has meant higher prices or not, and it is possible to argue that 
in spite of a duty prices are not higher but even lower because, for example, cotton may 
have gone down in price, therefore cotton goods have also fallen in price ? 

A. Undoubtedly. 

Q. Therefore I want to know your opinion on these alternative modes of giving- 
help. Which is more desirable, once you have made up your mind to help, the most 
tangible and obvious mode as contrasted with help in another manner where the help 
given might be aonoealed by the operation of other changes. Other things are not 
equal. Whioh of these would you prefer, a'- a matter of principle, apart from adminis¬ 
tration ? 

A. I prefer import duties for reasons stated in my memoranda and emphasised by 
economists such as Gide on the drawback of bounties. 

Prcsblenl .—I think there was a point to whioh you wanted to refer, with reference to 
the Washington Convention. 

A. The point is that the United States is not a Member of the International Labour 
Organisation, although of course the Washington Conference of 1019 was tho first 
International Labour Conference. 

Raja Hart Kishan Kttul. —You propose a protective duty on certain lines of cloth 
manufactured from certain counts. I have read your written memoranda very 
carefully, but am I to presume that conditions exist which necessitate protection ? 

A. Yea. The grounds were large increase in imports of yarn and piecegoods. But 
there are so many factors to be taken into consideration that I do not wish to appear 
in any sense dogmatical. It is a thing which requires very careful looking into. The 
main underiying principles also deal with the question of safeguarding duties. 

Q. You remember that we want your opinion not merely from the theoretical point 
of view but from tho practical point of view as applied to conditions now existing in 
India. 

A. Yes, and specially to the Indian mill industry. 

Q. And local conditions as far as they are Ireown to you. 

A. It is not an easy row to hoe. 

Q. If a duty is put on, you say there is normally a rise in prices t 

A. Tt may have that effect and prices may be less. But if you put on a safeguarding 
of industries duty, you will have to be very careful aud see that you get the proper 
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valuation and also the proper costs of prodnction for what are called representative 
mills. These are mills which are enjoying the internal economies referred to this 
morning and also the external economies. 

Q. But do you think that in the case of a safeguarding duty,' prices would 
not rise at all or would they rise even then ? 

A. Suppose cotton became the raw material and became very cheap and you put on 
your duty. It might be that your price will not be higher than before. But will other 
things be equal ? 

Q. Other things being equal, prices would not rise if we had merely a countervailing 
duty to the extent of the difference between the coat of production here and the price 
of imported articles ? Is that what you mean ? 

A. Yes. 

Q. My question was intended to get your opinion as to whether the rise in prices, in 
the case of an additional import duty being put on, will be right up to the extent oi the 
duty or something else. Suppose an additional duty oi 10 per cent, is put on. Would 
the prices rise 10 per cent, or would they rise to a smaller extent ? 

A. It may or may not be to the full extent of the duty. I deal with that in the 
Memoranda and in my “ .Science of Public Finance”. When a duty is placed on a 
commodity its price dots usually rise by the amount of the duty. But this is not 
necessarily so and not always immediately. It will rise to the full amount only where 
the commodity is produced under the conditions of oonstant returns and undir free 
competition this is to be expected. A rise in price may affect the demand. High wages 
and low prices may coexist. 

Q. Can you suggest any rate at which the duty might be imposed, if it is imposed t 

A. It would be a duty which would l>e at hast- equal to the difference between the 
import price, r„ f. /. price, and the price of your representative mills in Bombay. 

Q. I think there were two proposals in your written statement, one an import duty on 
certain varieties of cloth and the other a duty equal to the difference between the cost 
of production here and the prico of tho imported goods. These are two different things. 

A. Yes; it is like two sides to a coin. 

Q. If an import duty is put on, you wouldmeasureit in the lightof the costof production 
and the price of the imoorted article ? 

A. Yes. 

Q. And you would tako the average forsix months or for a year and for various articles ? 

A. Yea. The Government of India do look into the question in their tariff valuations. 
It is a different mattor of course. But you tako the prices over a period. You may do 
it in that way or you may base your tariff on expenses of production in the main of 
representative mills in the industry. Tho question is full of difficulties. If yon are 
going to take the cost of production what would you fix as a fair return on the capital 
invested ? Would it be six or seven per cent, or would that be taken into consideration 
and what would you allow for depreciation f All these matters have to be thought out 
and you will find that in Bombay it is a very difficult test. 

Q. As regards depreciation, the opinion seems to be more or less uniform as to the rates 
to be allowed, (or spinning machinery, weaving machinery and so on. The rates debited 
to the income tax seem to bo in the same position more or less. As regards return on 
capital, it is recognised that fi to 8 per oent. might be allowed. The difficulty would really 
be in getting the average cost of production of the well managed mills. Would it not ? 

A. Yes; lor example, you have 82 mills in Bombay. 

Q. You would take only the well regulated mills ? 

A. I would tako the representative concerns. 

Q. Would you take the representative conoerns or the best mills ? 

A. I take the representative a ills, those which have got internal economies and also 
those which have got external economies on account of their being in that area. But my 
experience as Director of the Labour Office is that Government figures, the figures which 
you use largely in this enquiry, are figures compiled by Government agency and it is 
extremely hard to get reliable statistics of oosts. I find it next to impossible. For 
example, I have been trying to get at the difference of costs between Ahmedabad and 
Bombay and the reasons for those differences and it is by no means an easy matter. I 
have spent a long time over it. Since I came here 1 have boen trying to do it and am only 
now getting a representative series of results. 

Q, Wo should be glad if you could give us tho results of your investigation. 

A. 1 always hesitate to put forward a figure unless one is absolutely certain of it. But 
I have some results hero which show that the Ahmedabad mills at present have got 
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something like an anna-and a half preference over the cost of production in Bombay and 
the reasons of this of rourse I can sunur arise briefly as due to the fact that although 
Bombay has got an advantage over Ahmedabad in so far as she has got a vrry humid 
temperature and she is near the port of export, still Ahmedabad has got some important 
advantages. For example, her interest charges are lower than in Bombay; she has got 
labour which is steady, and slightly cheaper. For exam pie, in Bombay city a man gets 
Rs. 1-7-2 and in xihnjedabad he gets Ra. 1-6-2. It is just a shade cheaper, Sholapur 
has got itnheaper still. For example, a man gets Re. la day as compared with Re. 1-6-2 
here and Rs. 1-7-2 in Bombay. There are those economies and of course, you have 
got cotton all round the centre of the industry. They say that the cotton which is spun 
here for certain classes of goods is slightly cheaper and the mixing is also slightly choaper. 
Itis very difficult to arrive ata figure. 1 nave putm a composite statement, confidentially, 
of costs of production, and you will soo that to-day it would not be very far wrong if one 
took for spinning in Ahmedabad 24 s counts, something like 3| annas and w eaving 4 annas, 
that is, 7i annas per lb. The Bombay cost will probably be 4 annas and 5 annas. But 
of course even in Ahmedabad take a mill spinning good cotton and with new machinery. 
The 3} annas might go down to 2 annas, or you may have bought your machinery at the 
top of the market. 

Q. There are so many other factors which affect the result. 

A. Yes. For example, water rates in Bombay come to Re. 1 per 1,000 gallons. There 
again, rates and taxes are higher in Bombay. But as already stated, ontho other hand 
Bombay has got humidity and the cost of imported stores are less. But on the whole, 
you find that at the present time it is something like 7 ■ 5 to f> annas a lb. 

Q. About the is. 4d. and Is. 6d. exchange, I want to soo if I understand you properly. 
You said that other things being equal, Is. id. exchange should be an advantage to 
producers as compared with Is. (Sd. 

A. What 1 meant to say was that to the exporter, to the manufacturer in the mill, a 
bounty does for a time occur when you get a falling exchange, other things being equal. 

Q. Then the prices in India arc regulated by outside faotors f 

A. Both by world and internal factors. 

Q. Ordinarily the prices for world products are regulated by the outside prices. 

A. You take the jute crop. 

Q. That is a monopoly. But cotton and jute are important crops in India and the 
prices are regulated by the outside markets. In those circumstances would the 
oultivator gain at Is. 4 d. as compared to Is. fid. 

A. What he wants is a stable exchange. 

Q. Once the exchange is stabilised there is no difficulty. Tt is only for the transition 
poriod. What we are concerned with is only whether is. 6 d. is going to affect the cotton 
trade adversely or not. That is the point. 

A. I think from what I said this morning the answer is in the negative. 

Q. He will not be affected 1 

A. I have already dealt with the various considerations that have to he considered. 

President .—There is just ono further point I would like to put to you. I think you 
will agree that the present depression in the cotton industry in Bombay presents all the 
features which aro usual to the trade depression. You have got your period of high 
prices, you have got orders for extension of machinery which are placed at the lop prices, 
machinery arriving when prices have dropped, increased production as a consequence of 
installing more machinery coming in and beginning to operate when prices are at their 
lowest, and you have got generally lack of confidence in the level of prices and so on—the 
features which are quite common to every eyole of depression. 

A. Yes. You have got also the biggest war that ever was known. The population 
of the world is poorer. I quite agree with what you say. Of course the depression after 
so great a war was to be expected. But it was not even seen in most of the western 
countries. 

Q. Is there any reason to believe that a depression like this can be permanent ? 

A. I think the answer, there again, iB in the negative. I think, all things considered 
we have got over the worst part of the depression. 

Q. Supposing protection were adopted as a remedy now, would you as an economist 
think that it is a guarantee against further depression ? I think depression affects a 
country whether there is protection or not. Is protection any guarantee against occurrence 
of further depression T 

A. You have got the example of America. Several factors are very important. In 
1007-08 in America when it had no strong central banking system as you have to-day 
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you had a period of depression largely duo to speculation. But they had a protective 
tariff. 

Q. That being so, would not a further dose of protection be asked for t If protection is 
now considered to be a remedy for this depression and if you get further depression, will 
not naturally the result be to ask for further protection f 

A. It may or may not be. 

Q. Why do you consider that special steps should be taken to meet the one factor ? 

A. Because! have been very much influenced, to speak perfectly frankly, by the 
experience of protective duties in Germany and in other countries and I am of opinion 
that if the local producer, the manufacturer, is having bad time in production owing to 
foreign competition, he ought to be assisted. 

Mr. Subba R'io .—Did you say owing to the force of circumstances special to the 
country ? 

A. Undoubtedly, in the special circumstances of India. I think 1 am strongly in favour 
of a thorough enquiry. 

President.— Do you consider that on the grounds that you now put forward that there 
is any special reason to differentiate between the textile industry and any other industry ? 
Would not the ground that you put forward justify a general inoreuse in customs duties 
all round, a general protective poiicy ? 

A. Not necessarily. There are certain industries like the cotton industry in Bombay 
whioh feel the blast of foreign competition much more than others. But in protection 
you have to go very warily and cautiously everyone, admits. 

Q. We discussed this morning the point whether wary protection is going to give the 
cotton industry immediate relief which it considers essential t 

A. Not necessarily immediate relief. But the millowners make it quite dear what 
they meant by immediate relief. 

Q. I take it that this is what they want. They would like some relief which would 
enable them in the course of the next year to turn their losses into a moderate profit. 

A. I have got of course no right to speak for or against, but I do not think the 
millowners probably urge a tariff on Japanese goods merely for tho sake of sweated 
Japanese labour and that the duuble shift in Japan gives her a very great advantage. 

Q. What ihey have asked as you probably know is a total duty of 171 percent. 

A. I have dealt with tariff rates in one of the memoranda. In deciding what form of 
protection, ii any, must be given is no easy matter for reasons already given in these 
memoranda Somany factorshavetobeconsidererl. It ib true that whenonct-industries 
not possessing sufficient advantages have been established under protection high wages 
can be obtained in these industries only by the continuance of these duties. The wages 
question at bottom is one of productivity. 
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Witness No. 81 

Mr. H. B. SHIVDASANI, AHMEDABAD 

Written Statement 
Section I 
General 

0. A further fall in the price of raw ootton would have a very beneficial effect on the 
prosperity of the industry, as it would very greatly stimulate the demand for cotton goods 
owing to the price being reduced. The cotton growers may be badly hit and may hot 
bo able to increase their purchases and may even reduce their purchases. But only a 
small percentage of the Indian population consists of cotton growers. On the whole 
demand would be greatly stimulated. 

10. I do not agree with this view entirely though it contains some truth. Weaving 
of clothes to cover the body and to hide the shame is a necessity and the form or conven¬ 
ience of investment of savings will not greatly influence the expenditure on necessities 
like clotiring. 

12. As far as I know mills in Gujrat, i.e., mills situated at Ahmedabad, Broaoh and 
Viramgam, the depression in the cotton industry has only weeded out the inefficient and 
badly and dishonestly managed mills. No good and well managed mill has found Itself 
in really serious difficulties. The depression has brought matters to a head and has 
prevented the had agents from continuing to carry on their concerns on unsound and 
ruinous lines. 

The following cotton mills of which the managing agents were Messrs. Naginlal, Manilal 
and Nanalal all three sons of Sheth Maganlai Jeychand have gone into liquidation :— 

(1) The Whittle Spinning and Manufacturing Co., Ltd. (in liquidation), situated at 
Broach. 

(2) The Viramgam Spinning and Manufacturing Co., Ltd. (in liquidation), situated 
at Viramgam. 

(3) The Viramgam Alfred Mills Co., Ltd. (in liquidation), situated at Viramgam. 

(4) The Ahmedabad Swadeshi Spinning and Manufacturing Co., Ltd. (in liquida¬ 
tion), situated at Ahmedabad. 

(6) The Asarwa Mills Co., Ltd. (in liquidation), situated at Ahmedabad. 

(6) The Surat Industrial Mills Co., Ltd. (in liquidation), situated at Surat. 

(7) The Kalol Kapadia Mills Co., Ltd, (in liquidation), situated at Kalol. 

The late managing agents of the above mills mixed up the funds of the different concern 
and in trying to save the worse concerns brought the better concerns also to ruin. They 
seem to have committed huge misappropriations and spent money very freely to provide 
themselves with palatial residences and other luxuries. At least one of them viz., 
Mr. Manilal is reputed to have lost a good deal of money in speculation. In spite of good 
profits no provision seems to have beon made to replace old machines with new ones. 
The mills do not appear to have been well managed and they had to go into liquidation 
pot because of losses made in the regular business but because of the dishonesty on the 
part of the agents. All the above mills hove worked at a loss in the year 1924. 

Section II 

Nature and extent of competition between imported goods and those of Indian manufacture 

19. It does not matter so much what the quantity of imported yarn of a particular 
count is, but what matters is the price at which it is sold. If yarn is offered at a lower 
rate by a foreign competitor, it will make the traders nervous and will demoralise the 
producers. Further the percentage of these imports is likely to increase. 

« 

Section IV 
Mill management 

•11- The managing agency system has got several distinct advantages and has worked 
successfully for a number of years. The chief defect is that the agency is banded from 
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father to son and it has been so for a very long period. The enjoyment of the agency 
commission for a fairly long number of years, say thirty years, would he quite a sufficient 
inducement to enterprising business people to start new oonoerns. I am of opinion that 
the managing agency system would work very well if the following conditions were imposed. 
The period of the agency to be limited to thirty years. At the end of every thirty 
years a fresh agreement on fresh terms could be entered into. Similarly whenever 
the son suoceeds the father in the managing agency business the agency agreement should 
be open to reconsideration by the shareholders. The shareholders should further have 
the power to remove without compensation managing agents whose management is 
incomplete. 

With the above modifications the system of managing agents is best suited to the needB 
of this country. 

42. In Ahmedabad the common system of remuneration to managing agents is by 
commission on sales of cloth and yarn. Though there is some justification for it, inas¬ 
much as the agents receive remuneration for work done and services rendered and must 
therefore receive remuneration whether the mill s make a profit or not, it is preferable 
that managing agents should receive a commission on profits with a certain minimum. 
It is desirable that the managing agents should have a direct stake in the amount of profits 
earned by the mill, but they should at the same time be assured of a certain mini mum 
remuneration. Moreover the shareholders would not grudge paying a fat commission 
on this basis of profits as that will only be when the miU makes a big profit. But if the 
commission is based on sales or production we get an anomalous situation. The agent’s 
commission bears no relation to the profits and several times exceeds the profits, with 
the result that there is great heart-burning among the shareholders. 

Section VI 
Coat of Production 
(D. Overhead charges) 

87. The stocks of cotton mill Btores and manufactured goods held by mills are usually 
valued at cost. Several mills keep a secret reserve by valuing these at a nominal 
figure. As a rule the auditors do not make an independent valuation nor do they check 
the closing stook. It should be made obligatory on auditors to check stocks of all 
articles of the value of over rupees one thousand and to check the valuation as far as 
may be possible by looking at the purchase and sale prioes of the various articles. 

88. In almost all mills in Alimedahad there is no running audit but only an annual 
one. It is desirable to have a running audit. 
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Witness No. 81 

Mr. H. B. SHTVDASANI, AHMEDABAD 

Oral Evidenc. recorded at Ahmedabad on the 15th September 1926 

President. —I think your connection with the cotton textile industry, Mr. Shivdasani, 
has been almost entirely in the capacity of liquidator of certain mills ? 

A. More or less. 

Q. You hare not had any other connection with it f 

A. I just went to one mill for thrco months to get an insight into its working. 

Q. Which one did you go to ? 

A. The Aryodaya Spinning and Manufacturing Company. 

Q. Mr. Chamanlal’s mill. Isn’t it ? 

A. Yes. 

Q. What is your impression ? You have heard a good deal about the condition of the 
Ahmedabad mills. What is your opinion as to the extent of the depression, if any, in 
Ahmedabad ? 

A. The depression is there. It is fairly serious. It is felt more because it has come ob 
a great contrast to the time of boom we had. 

Q. To what do you consider the depression is due f 

A. Partly to world factors and partly to conditions Bpocial to this country. 

Q. Which would you call world factors and which conditions special to India ? 

A. The world factors are the general unsettlement of the market everywhere, the 
disturbance of the ordinary channels of trade and then the loss of so much wealth during 
tho war, and the reduction in the purchasing power of the people in the world. 

Q. Whioh are the factors special to India ? 

A. Exchange policy and then certain taxes—increased municipal taxes; and in 
Bombay there is the tax of a rupee per bale. 

Q. Those are small taxes, are they not ? The extent to which local taxes enter into 
the cost of production is not great ? 

A. Don’t they say it is the last straw that breaks the oamel’s back ? Pour annas per 
bale for the Indian Central Cotton Committee and Re. 1 for the Development 
Department. 

Q. Four annas a bale is an infinitesimal sum ? 

A. If you take the total number of bales it will amount to an appreciable sum. 

Q. It is payable on all cotton ? 

A. It is not payable in foreign countries. It is special to India. 

Q. The tax of four annas a bale ? 

A. Yes. 

Q. It is certainly a small amount and I do not think it need seriously be taken into 
consideration. 

A. There is the reduction of the purchasing power in India also. That applies to India 
also, the more so because the people in India are so poor that they are always living on 
the verge of bankruptcy, if I may say so. They oro obliged to out down necessaries. 
They cannot cut down food very much and this is the only thing which they can out 
down. 

Q. How far do you consider bad management has contributed to the depression, if 
at all ? 

A. To a slight extent and only in the case of a few conoems. The other concerns on 
the whole have built up good reserves. They have followed a conservative policy and 
instead of distributing profits as dividends they have either tried to extend or replace 
machinery or to provide funds as’ depreciation and other funds. 

Q. Are you liquidating all the mills you mention f 

A. No ; only Nos. 1, 4 and 6, * *, the Whittle Spinning and Manufacturing Co., 
the Ahmedabad Swadeshi Spinning and Manufacturing Co., and the Aaarwa 
Mills Co. 
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Q. I take it that, owing to the fact that you are liquidating these mills, you know 
exactly what their financial position is at the moment. 

A. Yes. As regards Nos. 4 and 5, No. 4 has been sold by the mortgagee in posses¬ 
sion and No. 5 is being worked by the mortgagee then in possession. 

Q. Does that mean that you cease to have any connection with them T 

A. Yes, with the mills themselves. I am only looking to the aooounts. 

Q. You do not know bow they are doing at the moment ? 

A. I have got no first-hand knowledge. I have got first-hand knowledge only about 
the Whittle Spinning and Manufacturing Co. 

Q. You do not know whether they are working at a profit or not now t 

A. I have got no first-hand knowledge. So far as I hear, I learn the purchaser of the 
Swadeshi Mill is keen on selling it because he is making a loss. The Asarwa Mill j a 
not making much profit. 

Q. Is it making a small profit f Is it making both ends meet ? 

A. Yes. 

Q. Judging from your description of what happened in the case of these mills, the 
mismanagement that brought them into liquidation must have been going on for several 
years ? 

A. Yes, it must have been going on for the previous three or four years. 

Q. Did the auditors not bring it to notioe ? 

A. The auditor seems to have been signing balance sheets without looking into them. 
I have learnt that he was not even chocking their accounts. He was the auditor of all 
conneoted concerns. As a matter of fact in the Whittle Mill there was a debit in his 
account a debit entry of Rs. 15,000 in respeot of a bungalow purchased. After commence¬ 
ment of liquidation but before the winding up order that entry was reversed. 

Q. Are any steps being taken against the auditor as well as against the Managing 
Agent ? 

A. Steps are being taken. 

Q. How could vou stop that sort of thing ? I take it the auditor had the required 
qualifications, ’fhere are qualifications prescribed for an auditor, are there not ? 

A. Yes. The Local Government has also the right to recognise auditors. 

Q. I presume he had the necessary qualifications f 

A. He had a certificate from the Local Government. The Local Government can 
give the certificate even to a person who has not passed any examination. It is 
discretionary. 

Q. How are you going to stop that sort of thing happening ? Are there any means by 
whioh it can be stopped ? 

A. There should be liability under the law, criminal liability. 

Q. Can you really prevent it. You oan only take aotion after the trouble has 
happened ? 

A. The point is that the mill agents have complete control of a majority of shares and 
they are able to put in their nominees both as Directors and as auditors. Whatever 
safeguards you provide in the Company Law would beoome ineffective in these cases. 
The power could be given to nobody else except the Directors and auditors, What can 
be done is a stricter enforcement of the Company Law when frauds or misappropriations 
or serious interferences with accounts are discovered. It will act as a deterrent. Even 
under the Criminal Law we only punish offences. The punishment has to be made severe 
so as to prevent this committing of offences. We do not take steps to prevent offences 
except in the case of a breach of peace and such other offences. Then we want more 
enlightenment on the part of the shareholders. If some changes were made in the Com- 

{ >any Law which would make it impossible for Directors to enter into certain transactions 
ike borrowing beyond a certain amount and so on, that would have a healthy 
effect. 

Q. What sort of changes would you suggest ? 

A. I would suggest that if a mill borrowed more than half its capital on a mortgage it 
should require the sanction of the shareholders at a general meeting. I mean borrowing 
on a mortgage of the mill property. That is what happened in the Swadeshi and Asarwa 
Companies where loans were taken to the extent of nearly double the capital. The 
mill was mortgaged to one party and the others were left out in the cold. They would 
not get even one pie in the rupee. 

Q. That was carried out without the sanction of the shareholders. 

A. Yes, the Directors had full powers. 
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Q. That oould uot happen in most oases, could it ? 

A. It can happen in almost all cases because the individual shareholders are not organi¬ 
sed and they simply purchase shares without even reading the Articles of Association. 
Anybody who purchases shares aftor reading the Articles or not is supposed to have 
agreed to each and every Article. And as I told you the agents could always command 
a majority. I have seon in one company’s Articles the provision that if the agents want 
to borrow on mortgage they shall take tho sanction of the shareholders. That is in the 
case of the Viramgam and Alfred Mills Company, Limited. 

Q. Did they ? 

A. They have not complied with that Artiole. 

Q. Even if there wero a provision in the Artioles of Association it does not follow that 
the Managing Agent would obey it ? 

A. 1 want that provision be made in the Indian Companies Act. Then the borrower 
would know that tho mortgage would be void and nobody would enter into a mortgage 
like that. 

Q. You do not like the system of remuneration on sales ? 

A. No, it does not seem to be suitable. 

Q. You prefer tho Bombay systom ? 

A. Yes. 

Q. On the ground, I presume, that it gives the Managing Agents a direct interest in 
economic management f 

A. Yes. 

Q. Is your statement in regard to the valuation of mill stocks based on what you 
discovered in liquidating these mills ? 

A. No, it is based on general knowledge. It is confirmed by the reply given by tho 
Millowners’ Association in reply to Question 87. They say that no independent 
valuation is made by the auditors. The auditors should certainly check the stock. 

Q. We understand that they do that in Bombay. 

A. That is not the uniform praetioe. It should be made one of tho compulsory duties 
of auditors. Another thing as regards the valuation. The mill prices could be seen from 
tho books ; they could easily arrive at the price of these stocks, etc. They could know the 
market prioe and they might put it near the market price. Almost in all eases you will 
find they will bo able to value the stocks of cloth, .varn, etc., correctly and in tho cases 
of stores and other things they oan see the invoices and other papers and then they can 
value. They can value as aoouratoly as experts and they will have a good guide in the 
prices paid or received by mills. They could also see quotations published in the papers. 
I do not think any export knowledge would be necessary. Moreover most of the auditing 
firms who audit the accounts of cotton mills go on auditing the accounts of cotton mills 
for a number of years and they are in touch with tho industry. 

Q. I do not quite see what bonefit the mills get by valuing stocks at a nominal figure. 
I do not quite see how thoy can do it in the first place. 

A. Suppose the profit made is large in a partic\ilar year and the agents want to conceal 
the profits, they can hold it up as a secret reserve. In bad times, they might bring it 
out and show a hotter result than the real working had proved to be. Even the banks 
do it. They write Government paper at or below market value. 

Q. As long as they do not change their system, what is the objection f 

A. They do change their system. To-day they may value the cloth at 4 annas a lb. 
and afterwards at 8 annas. 

Q. If they oontinue to value their stooks either at market price or at or near 
cost price ? 

A. Sometimes they may even over-value. 

Q. Some of them value at or below market rate and some at or below cost. But 
provided they stick to the same Bystem, what difference does it make ? 

A. Some people would over-value. They will show 4 lakhs where the stock is worth 
only 2 lakhs. 

Q. Supposing one year they value their stooks at market price and next year they value 
at cost prioe, I oan see the objection, but if they keep to the same system year after 
year I cannot see it makeB any real difference. 

A. If they could over-value, then they could keep up the show for two or three years. 
If the condition was known immediately, some remedial steps might be taken and the mill 
might be saved. If you take the case of these mills which I am liquidating if the 
accounts had been properly audited and the matter placed before the shareholders the 
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mills could have been saved. But by this means the agents could keep up the show and 
they got more and more involved. Similarly they value below market rate but not always 
at the same figure. They would value sometimes at one-fourth, sometimes at one-half 
and so on. There is no objection to keeping a secret reserve. But there should be a 
uniform basis. 

Raja Hart Kishan Kaul .—Have any other mills gone into liquidation besides these 
seven that you have mentioned in reply to Question 12 ? 

A. The mills mentioned by the millowners in their reply and the following mills—the 
Saraspur Mills and Edward Mills. 

Q. Can you tell us what is the reason for these mills going into liquidation ? 

A. I believe the cause was speculation on the part of the agents. I have not first-hand 
knowledge of the cause. 

Q. That is your belief t 

A. Yes. 

Q. In the case of the seven mills, you would say that it was due to mismanage¬ 
ment ? 

A. The mills also did make losses, but that was not a prime cause of the mills going, 
into liquidation. 

Q. The principal cause wa3 mismanagement T 

A. Mismanagement, dishonesty and misappropriation. 

Q. Can you tell us how you think there is depression in Ahraedabad ? You have said' 
there is depression in Ahmedabad and yet you tell us that all the mills which have been 
dosed or have gone into liquidation were mismanaged. 

A. The five mills mentioned by the Ahmedabad Millwoner’s Association in their reply 
havo not gono into liquidation owing to dishonesty or anything like that. They are due 
to depression entirely. In the Universal Cotton Mills there was no dishonesty or mis¬ 
management. 

Q. Those five mills, the Universal Cotton Mills, etc., have gone into liquidation merely 
on account of the depression ?. 

A. Yes. 

Q. And how about the mills whi ,h have shown profits ? 

A. They have built up large reserves. So they are able to show good profits even in. 
bad times. 

Q. Havo you examined the financial condition of any of these mills ? 

A. No. 

Q. You are simply basing your statement on the replies of the Millowners’ 
Association ? 

A. No. As far as I know it is my experience. I have been living here for the last four 
or five years. 

Q. Your opinion of these mills is that the failure is due to the depression. 

A. Yes. 

Q. And that is your reason for saying that there is depression in Ahmedabad ? 

A. No. 

Q. We want to know whether there is any depression in Ahmedabad or not. You 
say there is depression in Ahmedabad. I want you to tell us how we are to believe that 
there is depression. 

A. If you look to the profits made by the mills you will find it. Looking to 
their block account, reserves and capital, then you will be convinced that there ia 
depression. 

Q. Profits have been reduced ? 

A. Considerably reduced. 

Q. They have not got tho figures ready yet. But have you worked out the figures 
yourself ? Can you tel] us whether the majority of the mills are making profits or 
losses ? 

A. Some are making profits and some losses. I cannot say exactly whether 
the ma ority are making profits or losses, but it is only very few that are earning good 
profits. 

Q. Can you give us an idea as to the proportion of mills which are running near the- 
margin ? 

A. I am afraid I cannot. 
mo Y 422—25 
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Q. That is how wc can form an opinion. 

A. I can give yon an idoa of the Whittle Mill. It has got over 45,000 spindles and 700 
looms and the mill is earning about Rs. 11,000 to Rs. 12,000 per month. With an invest¬ 
ment of a big capital and 7 lakhs for running expenditure, they are making about 
Rs 1,30,000 a year. But that is not sufficient even for depreciation if allowance is made 
for depreciation. Then we have to pay one-third of the profits to agents for running 
the mills. 

Q. How much would you keep for depreciation ? 

A. Nearly a lakh of rupees. 

Q. That would leave Rs. 40,000. 

A. Rs. 40,000 on an investment of nearly 40 to 50 lakhs. 

Q. We have been told that the original capital of the mills is very small. 

A. But they have built up reserves. The Raipur Mill has a capital of 5 lakhs and a 
reserve of 35 lakhs. 

Q. Do you know what the original capital of the Whittle Mill is ? 

A. 8 lakhs. 

Q. Rs. 40,000 on 8 lakhs. 

A. It has a reserve of 35 lakhs. 

Q. Is it still there ? 

A. Part of it has disappeared. The price of the mill has depreciated. 

Q. You cannot take that mill as an example. It is a badly managed mill 1 

A. It used to be one of tho best mills in Gujarat. 

Q. You tell us of other mills which failed on account of mismanagement, or 
depression. 

A. Yes. But still the depression brought matters to a head. It was not the primary 
cause. The depression was to some oxtent responsible. Want of profits drove agents into 
difficulties bccauso they conld not get the same credit and they were not able to save the 
ooncern. 

Q. My point is this. Wo want to know whether there is depression in Ahmodabad 
or not. We want to get facts. I waot to know what your opinion is based upon. Is it 
based on the condition of these five mills ? 

A. No ; on tho present working of the different mills. At present this Whittle Mill is 
workod by very good agents though it is in liquidation and it has not been possible to sell 
it owing to the bad market conditions. It is being run by me through agents who are big 
millowners of this place. 

Q. Run on borrowed working capital; and you have to pay interest on that ? On the 
contrary you want to take the reserve into account when you distribute your profits. 

A. To.earn those profits we have got all this machinery and building which at the 
lowest estimate would come to 30 or 40 lakhB of rupees and the earnings on it are 
Rs. 30,000. 

Q. That will not be a case of a well balanced mill which has not to borrow money and 
which could employ its reserves on extensions without borrowing any more capital. So 
you cannot take that mill as an example. 

A. The best mill has to borrow for its working capital. Yesterday a mill agent told 
me that he would oonsider a mill which employs its capital as floating capital as a bad 
mill. 

Q. Does the average mill in Ahmedabad, which has reserves, fall baok upon them and 
generally employ part of the reserves as working capital and sometimes invest it in loans 
to other mills or deposits with banks ? I want to know whether with regard to an average 
mill in Ahmedabad you can say that there is depression and, if so, why ? 

A. An average mill with a small capital and a big reserve should earn on an average a 
very handsome profit. But now owing to the depression it is only able either to make 
both ends meet or to make a very small profit. Therefore there is a slump. You should 
oonsider a mill which has started now. 

Q. Do I understand you to mean that there is depression beoause an average mill 
instead of making large profits is making small profits only ? 

A. Yes. 

Q. Is that the only reason ? 

A. I know the present price at which cloth is being sold. I know the cost; I know the 
jprieo of cotton and I can say the margin is very small. 

President,— Can you give us those figures ? They would be very useful. 

A. I will get you the exact figure. 
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Raja Hari Kixhan Kaul. —That is one way of looking at it. If you can give us the 
•exact figures of cost of production it will be useful. 

A. For the last couple of months the margin on sale of yarn is very small. In some 
eases the cost has been more than the market price. Similarly in cloth the margin 
is very small. 

Pretident. —There is a margin ? 

A. There must be a margin when you do not take into aocount the depreciation. No 
concern can go on living long without making provision for depreciation and interest. 

Q. It will go on for some time ? 

A, But the# when that stage is reached you must find out a remedy. 

Raja Hari Kinhan Kiml .—You say there is no margin, even on cloth if you make 
allowance for depreciation ? 

A. Prac.tioally nil. 

Q. We would very much like to have figures. 

A. In the case of the Whittle Mill, out of Rs. 1,35,000 if you take away 1 lakh for 
depreciation, that gives you only Re. 35,000 on an investment on a block account 
of 30 lakhs. That amounts to 1 per cent, on the capital and no allowance is made for 
interest. 

Q. We were talking about the margin of profits on cloth and not about the interest on 
capital.. 

A. But there is a margin because in calculating the cost of cloth we do not make any 
allowance for depreciation and interest on the money invested in the machinery and 
buildings. 

Q. The dividend on the capital has to come out of the profit you make ? 

A. But it should be a charge—at least a certain percentage. 

Q. What is the margin out of which the dividend has to be paid ? 

A. Very near the vanishing point. It varies from time to time and day to day. 

Q. Will you please give us those figures ? 

A. Yes, I will try. 

Q. In reply to Question 41 you say ‘ the shareholders should further have the power 
to remove without compensation managing agents whose management is incomplete’. 
You mean incompetent. You want a provision to that effect in the Companies’ Aot ? 

A. Yes. 

Q. It would be against the mutual agreements between the agents and the 
shareholders 1 

A. When the provision is once made in the Companies Aot, no agreement should be 
made. It will be void. But the previous agreements will not be affected, unless there is 
a mutual consent and unless there is a groat deal of public opinion. 

Q. We were told that there was a clause in some agreemonfe that if the managing agent 
was incompetent he could bo removed. 

A. Only if he is guilty of fraud and misconduct. 

Q. You want to go further than that ? 

A. Yes of course incompetence is different from fraud. 

Q. What do you mean by incompetence ? 

A. Not being able to earn the profit as compared with the other concerns. 

Q. Would not that be a very vague definition ? 

A. It may be somewhat vague but I would leave it to the discretion of the shareholders. 
At present the law is such that even if the mill company goes into liquidation, the agents 
can demand compensation. There is at present an instance in Ahmedabad where, on the 
recommendation of the agents, the mill has been taken into liquidation and the agents 
are asking compensation which means nearly halving the capital. 

Q. If you leave discretion to the shareholders about incompetence, would not that be 
a dangerous thing ? 

A. I do not think so. 

Q. Could you not suggest how incompetence should be defined ? 

A. I have not worked it out in detail. This is only a rough idea and if this idea is 
accepted the details should be worked out. 

Q. Would you think it out and tell us how you would define incompetence f 

A. Suppose when other concerns are making profits, this particular ooncern 
is losing or is malting a very small profit compared to the others, say less than 25 
per cent. 

mo Y 422—25a 
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Q. That sort of definition, viz., when other people are making profit and this concern 
is not making profits may not do. 

A. Comparatively speaking—making allowance for all the factors. In the weaving 
department one could get efficiency. 

Q. You want some provision of that kind to be made ? 

A. Yes and I want that the agreement should be open to reconsideration when the son 
succeeds the father. 

Q. You told us that it makes no difference to the managing agent. 

A. My chief objection is that the agents can cook balance sheets by showing the stooks 
to be moro than they really are and this can bo shown for a number of years. 

Q. They are either under valued or over-valued ? 

A. Yes. 

Q. How docs it affect the mill agent who gets his commission on sales and not on pro- 
fits f 

A. It does not affect him at all. 

Q. We understand that it is the practice in Ahmedabad so that the mill agent is not 
affected by over-valuing or under-valuing the stocks. 

A Yes.' 

Q. Then your suggestion refers to Bombay rather than to Ahmedabad ? 

A. But even in Ahmedabad when the ooncorn is losing, in order to be able to borrow 
and command credit, the agents may show profit by over-valuing the stocks. That has 
happenod. 

Q. That is a different thing. 

A. Several mills are using up their Secret reserves and showing profits and the impression 
given is that the industry is moro flourishing than is really the case. 

Q. You say ■ as a rulo the auditors do not make an independent valuation nor do they 
check tho closing stock ’. Further ‘ Several mills keep a secret reserve by valuing these 
at a nominal figure’, whioh means very much below t ost of markot value. 

A. It may be one-fourth of the market price. 

Q. What does Che mill agent gain on them 1 

A., During bad times he can give dividends to the shareholders. The shareholders 
always want more and more dividends. 

Q. He docs not gain anything personally. 

A. No. But the mill gains. The shareholder will clamour for 60 per cent, dividends. 
So if tho profit has boon shown properly it will almost be compelling tho Agent to give a 
bigger dividend than may be desirablo taking a long view of the matter. So he can show 
a secret rosorve. 

President .—I do not understand how a valuation can be at a quarter of the market 
rate, if you keep a margin. ’ 

A. You do not keep a margin. It is not uniform. Today it will bo one-fourth, 
tomorrow half, the next day three-fourths and so on. It varies. 

Q. That means there is no check f 

A. They can have a check. It depends on the honesty of tho auditor. They do come 
to know. No auditor will bo so ignorant of the value of tho cloth. Even laymen know 
roughly what the price of cloth is per pound or per yard. 

Raja llari Kishan Eaul. —Oue quarter is very palpable. But if a certain margin is 
kept, it is to the interest of tho mill. 

A. Yes. 

Q. Not an evil to be guarded against 7 

A. No. But overvaluation is a serious evil. 

Mr. Subba Rao. —In talking about the dishonesty of some auditors. 

A. I did not say diBhonosty. They connive at the dishonesty. 

Q. You say that they got certificates from tho Bombay Govemmont or some 
institute. 

A. The Government have got full discretion to grant a certificate to anybody without 
his having passed any test. 

Q. I want to suggest that the two things aro not on the same plane. The certificate 
at most gives some guarantee of a technical qualification. But even supposing you 
get a person of this qualification—even if he is a chartered accountant—you cannot 
guarantee honesty. 

A. No ; you cannot. 
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'Q. Therefore the grant of a certificate does not mean a guarantee of honesty. 

A. Education does tend to make people more honest. That is my opinion. 

Q. Let us hope so. In any case the two things are separate—technical education and 
honesty. 

A. If the accountant is competent, there is more likelihood of his being clever enough 
to find out frauds. 

Q. In that case there is evidently no unfitness. It is only possible for the cleverer 
aocountant to oonnive and not for the incompetent ? 

A. Both can connive. But the incompetent cannot even discover. 

Q. Now I want to get clear about the relation of good reserves to profltB. Does not 
much depend on the way in which the reserves are employed ? 

A. To some extent it does. 

Q. You said just now that there is no margin on the sale of yam or very little margin. 
In that case if the reservos are employed in extension, the amount of the loss will be greater 
and not less, i.e., if you employ your reserves in extending the works, in putting up more 
spindles. 

A. Then you will put in looms if you are losing in yarn. 

Q. But suppose the market is depressed for both, then the larger your works, the greater 
.will be the amount you lose. 

A. If a mill has a large reserve, it won’t have to borrow. 

Q. If you employ tho reserves on more extensions that does not follow. You have got 
to reckon up interest ultimately. You lose profits or dividonds on your capital. There is a 
loss all the same. I can understand if your reserve is invested in some other concern 
or in a bank, that then you can make a profit on the investment. But I do not see how 
you oan off-set losses by having a reserve invested in your own concern when the market 
is falling. 

A. If you placo the money in a bank, you oan earn Rs. 4,000 or Rs. 5,000. If you 
employ it in your own mill you would save 6 or 7 per cent. So you can show bettor 
results by employing it in your own concern. 

Q. That is assuming you are having good times. 

A. Even in bad times. 

Q. You can employ your reserves in three ways—on extension of works or as working 
capital to avoid borrowing from banks or as an investment outside. 

A. The employment of reserve for extension of works takes place only when the times 
are prosperous. 

Q. And when that is over, when you fall upon depressed times, does not the result 
react upon you ? 

A. It will have improved your position. You can get the benefit of larger plant and 
larger buildings with small capital. 

Q. If production is paying. But when you have more spindles and more looms and 
when your production is not selling, do not your extensions mean more losses ? 

A. That is, a big concern will lose more than the smaller one ? 

Q. You said that if you employ your own oapital in extension of the works the loss is 
reduced. 

A. Suppose A has a oapital of 10 lakhs and a reserve of 15 lakhs. B has 10 lakhs capital 
and no reserve. It has to borrow 15 lakhs. Mill A having 15 lakhs reserve can certainly 
show better results. 

Q. But you are assuming that there is the same number of spindles and you are using 
the reserves as working capital. That I can understand. But I cannot understand the 
contrast between a mill with a reserve invested in extension and a smaller mill. 

A. We must compare similar conoerns, one having a reserve and one not having a 
reserve. 

Q. One extending by means of reserve and the other by means of loans ? That is a 
.question of reserves and no reserves. 

A. The system here is that if your block account is going to be 15 lakhs or 20 lakhs, the 
mill will be floated on 10 lakhs. But in course of time they will bo able to build reserves 
and not only provide for block account but also have some money for working capital. 

Q. Can you say from the statistics of Ahmedabad mills how the mills obtain their 
loan funds ? 

A. In Ahmedabad people think it safer to deposit money in a mill than in a 
bank. 
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Q. So the contrast is between using borrowed capital and your own capital. 

A. I take similar concerns, one with reserve and one without reserve. Both require- 
the same amount. 

Q. Passing on to the next point, you make a suggestion about the appointment of 
auditors by the company instead of by the Managing AgentB. 

A. Even at present they are appointed by the company. 

Q. And you say the Managing Agents hold a major part of the shares. In that case 
what remedy do you suggest ? 

A. There is no remedy. Whatever power you give, you give to the shareholders. 

Q. You speak later on about the need of not allowing a son to succeed the lather as 
Managing Agent. There again if the sou holds a majority of shares, wherein comes 
your remedy ? 

A. There is something like public opinion. Even now though the millowncrs may have - 
their majority, they do not use it in the bureaucratic fashion. They do not always carry 
things to extremes. They do not want to he on bad terms with the other shareholders 
There are bad and good times. 

Q. Then how do you work out ? 

A. If it is left to the shareholders that will be a safeguard. 

Q. You mean you want some kind of provision in the Articles of the Association where¬ 
by when tlie chief partner of the Managing Agents’ firm dies, there ought to be a choice 
not to have his heir necessarily as his sucoessor but to appoint liim or not— some provision* 
in the agreement allowing the shareholders that option f 

A. If we insert this provision in the Companies Act all the agreements will have to be 
corrected; otherwise they will be void. 

Q. Does the Companies Act provide now' for the succession of the Managing. 
Agency f 

A. No. 

Q. You want some provision of that kind ? 

A. Yes. 

Q. Now about the commission on sales. Here again if the Managing Agency holds a 
majority of shares, they can pass a resolution in their favour. 

A. But if you change the Indian Companies Act, then it would be illegal. 

Q. Tn what manner would you make a change ? 

A. That the remuneration to Managing Agents should be on profits and not on 
sales. 

Q. You want to make it a part of the laws of the country ? 

A. Yes ; the Companies Act. And that will apply only to new concerns. You cannot 
have a law with retrospective effect. 

Q. You want these ohanges in Company Law ? You do not expect that the mere 
expression of the shareholders’ opinion or any resolution at their meeting will meet the 
situation ? You want some definite changes in legislation. 

A. Yes 

Mr. Majmudar. —You said that the Managing Agents mixed up the funds of different 
concerns. You mean that the funds of one company were lent to another ? 

A. Yes, that is what was done. Take the ease of the Managing Agents who purchased 
the Industrial Mill. Money was taken from the Whittle Mill. Whenever they wanted 
money that used to be paid from the Whittle Mill. Similarly in the case of other con¬ 
cerns. They used one mill as a sort of shroff or banker for other mills. The money was 
received by the Whittle Mills. 

Q. Which money ? 

A. Deposits were received by the Whittle Mills and then taken away by the others. 

Q. The agents were taking money in their own names or in the names of the different 
mills ? 

A. They were taking in their own names and doing all sorts of things. Sheth Naginlal 
wanted to purchase a bungalow. He took the money from the Whittle Mill and opened 
an aooount called the bungalow account. He wanted to purchase a village. He paid 
the money from the Whittle Milt and started an account for it. He wanted to purchase 
a colliery and started a colliery acoount, and so on. 

Q. The colliery did not belong to the mills ? 

A. No. It belonged to him. He started a home office. He took money from the 
Whittle Mill and called it the home office account. 
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Q. There were no bankers to the mill ? 

A. The mill had no need to get money from banks. It had good reserves and it had 
good deposits. 

Q. Where was the extra money kept ? If they did not want the money, where was it 
lying 1 

A. In their other concens. 

Q. And before these concerns were floated t 

A. Then it was used for extensions and other things. 

Q. Supposing the company has a balance of 5 lakhs of rupees which they do not require 
for any other purpose, they must be depositing the money somewhere, either with banks 
or with shroffs ? 

A. At least in recent years they never had that much money in surplus. In the year 
1919-20, that is more than six years back, they purchased the Industrial Mill, and 
so on. 

Q. The Agents had no firm of bankers or shroffs ? 

A. On the contrary, they were using the mill as their shroff. As a matter of fact 
these two or three accounts were being balanced on the 31st December by debiting to 
some third account and on the 1st of January those entries were being reversed. As a 
matter of fact I would also like to state that it should be made compulsory on every 
company to publish a statement giving the details of the borrowing by the Directors. 

Q. And also showing to whom the money had been lent ? 

A. Yes; a detailed list. 

Q. With reference to the valuation of stocks, which would you prefer—you prefer 
valuing at cost or at market value, or whichever is lower ? 

A. Whichever is lower. That will be the proper conservative policy to follow. That 
will be in the interest of the eonoern also. 

Q. So the mills have to change the system if they want to follow a real conservative 
policy ? 

A. Some mills may have already got that system. 

Q. It may happen that one year the market price may be lower and in another year the 
cost price may be lower. 

A. The market price or the cost price whiohever is lower. You should always follow 
that policy. 

Q. That means you prefer the third policy—whichever is’Iower. 

A. That would be safer for the mill, unless in exceptional times the cost should always 
be lower. 

Q. So even when the manufacturing costs are higher than market prices, it will be better 
to put the lower value. Then with reference to tho change of agency, you have provided 
two safeguards, one when the managing agent’s firm is showing incompetent management 
and another when the father dies and the son steps in. Don’t you think the first provision 
is sufficient ? “ If the agent’s firm is incompetent ”—that Will be sufficient for the purpose 
of safeguarding the interests of the shareholders ? 

A. The father may be a very competent man and the son may be a fool. He may be 
a reputed fool. Are you going to allow him to ruin a ooncern and then turn him out ? 

Q. Would it not happen occasionally that although the son is a clever man simply 
because the father is dead—no matter what the number of years the agency was running, 
whether two, five or ten—the son's remuneration may be cut off ? 

A. The remuneration should not be affected. It is a question of management. The 
question of management by the son only should bo considered, not the remuneration. 
That might remain. I do not want remuneration to be changed. Whether he should 
manago a eonoern or not, that might be determined ; and if he is competent, people, as 
far as I know, will go and request him to take it up. 

Q. You know occasionally cases happen of cornering in shares. I believe something 
of that sort happened last year. The consequence was that the managing agents had to 
give up the agency because another firm purchased a greater number of stiares. 

A. Yes. 

Q. If you have a provision that at the time the son succeeds the father, the Managing 
Agency shall be reconsidered by the shareholders, is there not a possibility of some share¬ 
holder's joining together and forming a majority and throwing off the managing agent, 
in spite of the fact that the son is as competent as the father ? 

A. There may be some risks. We have to run some risks. No system would be 
perfect. 
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Q. Therefore would not one safeguard, that against incompetenoy, be sufficient T 

A. Take these oases. All these people stepped in and ruined the concerns. Incompe* 
tency was found out after the affairs were in a hopelesB mess. You are looking to the 
interest of one particular individual. I think you have to look to the interests of the entire 
company. Of course there might be a few risks for individuals. We have to look to the 
risks of the company. That should be our primary ooncern. 

Q. I am looking at it from all points of view. The same thing would practically happen 
in the ca9e of each and every man. Take the other point also. If you provide only 30 
or 20 years. 

A. You may make it 60. I am not particular about 30. I only wanted it should not 
be perpetual. 

Mr. Subba Rao. —Fifty years comes to two generations practically in our country. 

A. It may be or it may not be. The period should be such as to induce persons to 
float companies. 

Mr. Majmudar. —The agent would be inclined after tho lapse of some years to start 
another mill while he is running this mill in order that he may be sure of an agency for a 
longer time die may devote his attention more to tho other mill than to the old 
one ? 

A. I mentioned 30 years, because 30 years is one generation, and tho land revenue 
settlement is also for 30 years at present. 

Q. In order to find out as to whether a certain management is competent or not you 
propose the comparison of costs and of efficiency figures, by the shareholders. Is that 
feasible 1 Would the mills be prepared to give correct figures 1 We find it difficult to get 
the figures so easily from all the mills. 

President. —And still more difficult to compare them when we do get them. 

Mr. Majmudar. —You want to entrust that work to the shareholders. I)o you think 
it is feasible at all ? 

A. A certain standard might be laid down—say if the mill makes a loss for so many 
years, or if so much of the capital is lost. Details could be worked out. If my suggestion 
is accepted, then we may go further and work out the details. I think that most people 
would be agreed that when the management is incompetent it should be changed. When 
you are removing a man because he is incompetent it would not be right to give him 
compensation. Compensation for what ? For mismanagement and incompetency ? 

Q. No one would suggest that. The only point that I wanted to make out was about 
the comparison of the costs and efficiency. 

A. I havo not worked it out. I have not thought over the matter, but it seems to me 
that you must have somo provision that the agents should be removed if the management 
is inoompetent. You may leave it to arbitration, or do it in some other way. 

Q. Have you found that the bigger mills are able to cut prices and undersell the smaller 
mills here ? 

A. Yes, of course. That will bo so. 

Q. Due to the lowor overhead charges ? 

A. They have got more economical working and they have got bigger reserves. 

Q. Supposing a mill spends its reserves in extensions and it has do reserves, even then 
it is able to sell at a lower price 1 

A. The cost must be less, because it has got loss borrowing. 

Q. Tho loss of a bigger mill may be a little more sometimes ? 

A. That would be made up in good times. 

Q. And profits also would bo bigger ? 

A. Yes. 

Q. When you are comparing tho profits, are you comparing the manufacturing profits 
or tho profits declared in tho balance sheet ? 

A. Roughly they must be the same in the long run. 

Q. Tho profits as declared in the balance sheet are affected by the interest that one 
ooncern may have had to pay ? 

A. Yes, reserves and other things. 

Q. Whereas, if you only look to tho manufacturing profits then those items do not come 
into consideration ? 

A. Well even for manufacturing profits, at present people do not mako allowance for 
reserves. If a mill has got a big reserve and it has not to pay interest it does not 
■consider that interest item in the cost, whereas the other mill which has to pay 
considers it. 
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Q, Really speaking, in the calculation of cost as well as to find out the real profits 
of a mill you would take all that into consideration 7 

A. That should be the calculation. 

Q. What would he the ideal system ? 

A. In an ideal system, depreciation should be the first charge. Now-a-days allowances 
for depreciation are made only when the conoerns are making profits. It is really a first 
charge as much as wages, but it is not always taken into consideration. Similarly when 
the mill makes a big profit, they ought to make provision for income-tax. Now they 
put that in the following year and show it as exponse. If 1922 was a year of boom 
and 1923 a period of slump you may have to pay more than half your profits in the latter 
year towards income-tax for the previous year for which provision should have been 
made from tho profits of that year. So the balance Bheets of mills are not being drawn 
up on a scientific basis. 

Q. Von mean they do not take any amount for depreciation in a year of loss and take 
a bigger amount when there is a profit 7 

A. Yes. 

Q. Only for the purpose of satisfying shareholders in the matter of dividends ? 

A. They do not realise, because depreciation is not so insistent. It has not to be paid 
as wages have to be paid. 

Q. You mentioned that in one company there is a provision that agents cannot borrow 
without the sanction of the shareholders 7 

A. Borrowing on mortgage. 

Q. Tho provision is that the senso of the general body should be taken 7 

A. For borrowing beyond a certain limit. 

Q. Wonld such a procedure not affect their reputation ? 

A. If it was embodied in the Indian Companies Act, it would be obligatory on all mills. 

Q. Would the weaker mills not find it more difficult to borrow money ? 

A. On the contrary, they will find it easier because if the agonts have got the sanction 
of the shareholders the other party would be only too glad to givo. He will feel more 
secure. 

Q. You do not think there will be any difficulty in getting it 7 

A. I think it will be easier. If tho lender knows that the loan is being sanctioned by 
the shareholders, agents and Directors he would lend with a clearer conscience than 
if he is lending without knowing whether it is going to be used for the mills or for any 
other purposos. 

Q. I believe it is your opinion that that provision will also act as a further safeguard 
against incompetent management ? 

A. Yes, to a large extent. They will havo to place all their cards on tho table. 

Q. You suggest that auditors should cheek the stocks of all articles valued at over 
a thousand rupees. In the case of big mills would not the checking of stocks on 
those lines be impossible 7 

A. Cheoking in the same way as a Collector would check the cash balance. They 
may not open eaoh bale. They may just count the number of bales. There can be a 
genoral check. 
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I have read the summary of the case made out by the Bombay Millowners’ Associa¬ 
tion for the consideration of tho Board on which they will prepare their questionnaire.. 
No one can deny that the textile industry is a national industry and it should be fostered 
at all costs and protected against unfair competition. We know of the great harm done 
to the country audits industries by foreign invasions—political, industrial and economic— 
and even at this late stage the Government, may be roused to do its duty by the country 
of which it. professes to be a trustee. While we are laying our case against the foreigner 
and the Government it would not be out of placo if a little introspection were made by 
the commercial magnates. Some of these evils are remediable by themselves without 
any outside help—Government or foreign I only suggest a few points for their considera¬ 
tion as well as that of members of the Tariff Board. I am writing this not as a mere 
stranger but it is the result of my contact with persons engaged in the textile industry 
of Ahmedabad during the last 35 years. I have had occasion to go into the history 
of some of their transactions and I have had occasion to learn of the methods of some 
mill agents whose companies have gone into liquidation. 

To start with, one may legitimately ask what work is done by directors’ boards. C 
am not conversant with Bombay mills, but so far as Ahmedabad is concerned, in almost 
all concerns the agents arc not controlled by the directors. Tho directors meet only 
once a year to see the balance sheet prepared by tho auditors with the aid of the agents. 
The business is all carried on by the agents and there have been several instances in 
which the agents have misappropriated tho reserve and other funds of the company 
with resultant winding up by the court. 

In some cases the mills appear to be constructed and run in the interests of tho agents. 
With a view to earning more commission tho agents go on increasing tho sizo of the mill 
with borrowed capita) with well-known results. 

The agents are not satisfied with the amount of commission given to them under the 
memorandum or the articles of the company or under the agreement of the agency. This 
income in some cases is very large and is augmented by the agents having a selling agenoy 
for yarn and cloth in the jr.ofuxsil and by having a share in the firm’s purchase of cotton 
for the company or in firms supplying coal and stores. This may not be ultra vires or 
immoral, but at any rate it leads to an increase of the cost of production. 

In Ahmedabad the usual system of mill working was to charge agents’ commission 
at the rate of 3 pies per ib. of cloth or yarn sold. This was changed some time back to a 
percentage basis on the \ alue of the sale, usually 3 per cent. Inordinary mills the total 
sale comes to about 25 lacs per year and the agent’s net a moderate little sum of 
Rs. 76,000, and they may have three or four or even more companies under theic 
control. 

The agent has neither time nor energy to look after all the concerns so some parasites 
of the agent arc found convenient and comfortable jobs in any of the concerns. Agent 
Mr. A may be a competent man of business, but that does not mean that his son 
Master A inherits his competence in his cradle or school, but an agent’s son hardly out 
of bis teens is competent to look after the interests of the shareholders. 

A question may well be asked if the agent’s purchases are properly conducted. 
Instances are not uncommon wherein the cotton ginned at a ginning factory in Ahmedabad 
has travelled to Sanand there to be baled and sold to Ahmedabad mill agents as Sanand 
cotton. Is this economical management ? I have seen cart-loads of kapas being taken 
from villages to a factory in some cases 30 to 40 miles away to be passed off. Does this 
not add to the cost of production ? 

One may also ask what has been done by the industry here to improvo the condition 
of labour. Mill-hands in several instances are considered as machines of bone and skin 
as the looms and spindles are machines of steel. Tho mill-hand may be getting perhaps 
more than the ordinary clerk and a number of members of his family may find employ¬ 
ment, but what about their physical and mental condition not to speak of the moral 
failures ? 
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One of the points made against Japan is that the mills are working there with double 
shifts. Is it not possible to try that plan here ? Some local mills have successfully tried 
this. Then why not use this weapon against Japan ? Working with shifts might entail 
some extra work on the management, but one can do that without the help of the Tariff 
Board if one were so minded. I think the mill agents ought to put their houses in 
order. 

When tho Tariff Board examines witnesses it would be advantageous to the industry 
to get the evidence of liquidators and others who may have had something to do with, 
liquidation work in court. This may prevent future pitfalls. 
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Annexore A 

In the interest of the industry, there must be co-operation between oapital and labour. 
Nothing tangible seems to have been done so far for the uplift of labour by mill agents. 
There appears to be antipathy between oapital and labour. 

There is a possibility of economy in purchasing cotton by co-operation between ginners 
and spinners. There are too many middlemen who can be safely eradicated. 

A Jatha in Ahmedabad had been under contemplation by some merchants, but the 
idea had to be given up in consequence of the general conduct of the mill agents in the 
matter of their contracts. 

It is notorious that if the prices rise mill agents do not deliver the goods contracted. 

There is no fixity of quality of goods manufactured by the mills. If they stick to a 
particular standard they will have a steady market. They have not catered for the 
local markets in tho past. People living in Ahmedabad often do not know of the 
products of Ahmedabad mills. They should organise annual exhibitions or rneiae and 
maintain a permanent museum. 

It is possible to reduoe the cost of production by reducing middlemen both in purchase 
and sales. 

Some mill agents patronise their parasites by a share in the commission earned by a 
soiling agent. Some mill agents aro selling agents themselves, either in their own name 
or some of their proteges. They have interest in tho stores business, cotton business, 
and coal business. Thus their personal interest comes into conflict with their position 
as agents of the company. Under section 101 of the Indian Companies Act a minimum 
subscription of shares is required. Sometimes this minimum is kept too low to enable 
the directors to prooeed to allotment. The minimum subscription should be at least 
BC per cent, of the authorised capital. 

Section 103 (2) requires payment by the directors of application and allotment 
money. This implies that the directors must themselves pay. Instances have been 
noticed in which the promoters or agents have paid for the directors. 

The directors are mere dummies and the company becomes a one-man show. 

Thore must be restriction on borrowing powere. A company may borrow for its 
own purposes, but money raised should not be allowed to he used for any allied concern. 

The funds of a company are sometimes appropriated by the agents for their private 
purposes, with the result that a prosperous company comes to grief through the 
fraudulent conduct of the agents. 

The directors should be held responsible even for their own negligence. They should 
have the responsibility of trustees. 

If the property of a company has to be mortgaged, such a transaction should have the 
previous sanction of a special resolution and pre-existing debts should be paid off out of 
the mortgage loan. 

The auditors ought to make a speciai report regarding the outstandings of a company. 
The securities, if any, obtained by the company should be scrutinised. If a company 
with reserves and other funds has created debts, the auditor should rejiort on the same 

An industrial company should be prohibited from leading its borrowed funds. 
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Witness No. 82 


Hr. JIVANLAL V. DESAI 


Oral Evidence recorded, at Ahmedabad on the 15th September 1926 


President .—What is your exact connection with the textile industry, Mr. Deaai ? 

A. I am consulting lawyer to several companies here. I have had occasion to deal 
with several companies in the oourts of law. I have assisted at the birth and funeral 
of others. I have about 30 years’ experience of this industry. 

Q. You put forward various criticisms of the managing agency system here ? 

A. Not only that. I have complained about the management generally; not only 
about the Agents but I complain that the Directors in the Ahmedabad mills nro mere 
dummies. They take no interest whatsoever except in signing the balanco sheets. They 
are not consulted about any of the contracts entered into by the Agents. The ordinary 
management is a one-man show and the Directors perhaps at the end of the year, not 
exactly at the end of the year, sometimes six months after the end of the year, sometimes 
nine months after the end of the year are called together to sign the balance sheets. The 
data are prepared with the help of the staff and audited by the auditors and sometimes 
we find that the exact state of affairs of the last year is not reproduced properly in a 
balance sheet. There is an amount of window dressing there and the balance sheet is 
prepared in such a clumsy manner that an ordinary person cannot understand it. I 
have a recent case in my hand in which agents have, I make bold to say, misappropriated 
to the extent, of over a crore of rupees. They showed that at the end of the year they 
had large balances with certain factories and concerns. I refer to the Whittle group of 
mills. That is a company with an ideal memorandum and articles of association. One 
of the clauses was that any funds of the company were to be invested, if at all, in Govern¬ 
ment securities. In 1913 Mr. Whittle died and his partner also died and the successors 
in management got a resolution passed that the funds of onfc company might be lent to 
another company, and that if the agents had supervision over the other company then 
the agents of the concern were personally responsible. That was a good resolution on 
paper but the abuse made thereof was that at the end of 1922 it was found that several 
lakhs of rupees belonging to one concern—it had splendid reserves amounting to 25 lakhs 
of rupees and there was a splendid block account—disappeared practically into the pockets 
of the managing agents. There were Directors and auditors. Some of the Directors 
were dummy Directors and some wero very active and even those active Directors did 
not take the trouble to inform the shareholders about the misdeeds of these people. The 
auditors also did not see the necessity of in orming the shareholders about these misdeeds. 
When this company had such reserve funds it was not at all necessary to raise any loans. 
The oompany could borrow for its own purposes. These purposes were amply served by 
reserve funds, but merely for the purpose of lending to its sister companies of which the 
Indian partners of the firm of agents of this company were managing agents, they have 
taken nearly 45 lakhs of rupees from the general public and shattered the confidence of 
the general public in this industry, and that has led in my opinion to the depression 
in this trade. As I have said in my first letter, the textile industry is a national industry 
and we must go to the Government for all the possible help for the support of the national 
industry, hut at tho same time wo must put our house in order. If people like these are 
allowed a free hand then the result is that people loso confidence. The result of the 
misdeeds of these agents is that cotton merchants have lost heavily. They have not 
been paid their dues. Several coal merchants and store merchants have left their money 
there. And so, every kind of industry has been affected by these mi deeds. There 
is another group of companies here. I refer to the Saraspur group. It Was at first 
one of the best mills going, and is so even now, even though the company has gone into 
liquidation. 

Q. Is it still under liquidation ? 

A. Yes. It is managed by an agent under the liquidator. The creditors thought it 
would be profitable if a responsible party was left in management and Mr. Kasturbhai is 
at present managing that. It had a splendid reputation so that money could be available 
there at the rate of per cent, or 5 per cent, interest. Large funds were' accumulated 
there but the Managing Agent got into the habit of speculating and at the end of 1921 
he had uti i ed about 23 lakhs. There were two other concerns cognate to this—dhe 

Edward Mid and the Srinagar Mill. Owing to the same policy, it is my information_ 

it is correct information—several cotton mills have lost heavily. When money is locked. 
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up they can’t get it back and they lose heavily and that has brought about the depression, 
if any, in the local market. They can’t purchase. The cloth merchants have not got 
the funds to finance themselves. So they live from hand to mouth. There are fluctua¬ 
tions in the market too. Of course we have got Italian, Japanese and British competition. 
To improve the conditions here I have put in some suggestions. We are talking of labour, 
we talk a lot about the improvement of the conditions of labour, but the capitalists have 
done precious little for them. Some of the mill companies have built chawis for the 
labourers. They might be sanitary or insanitary, it is for themselves and the Municipal 
authorities to decide. I have seen some houses which are underground, and some of 
these chawis are farmed out. They are not directly given to the labourers. They are 
farmed out to Pathans or Banias and they take any hire they like. The labourers, 
therefore, do not get the benefit. We have certain mills in possession of certain chawis, 
hut they are not properly looking to the interests of the mill-hands. 

Then, there is no co-operation. I was present here when the evidence of the gentlemen 
belonging to the Association was being taken about the Japanese competition and as 
regards the purchasing of cotton. I have seen in the cotton season carts of cotton, kapas 
travelling from a distance of about 20 miles from Ahmedabad and goiDg to a place about 
20 miles further on. That is, they travel 40 miles in order that the cotton of one place 
might be passed off as the cotton of another place. Our mill agents, if they had the 
interests of the industry in their head, could easily save some money out of this and get 
the right kind of cotton direct from that particular place. In the midst of certain cotton 
mills here, there is a ginning factory and the owner of that ginning factory used to say— 
wo very often used to talk about these factories—that the cotton ginned in that factory 
was not sold in Ahmedabad as Ahmedabad cotton but it had to be carted to Sanand, to 
be baled and sold as Sanand cotton, and the cost of it would be at least Re. 1 more per 
maund than it would be here. If it was soiling here at Rs. 20, it would cost at least Rs. 21. 
That is. Re. 1 a maund on cotton, and thousands of maunds of cotton are to be used by 
every mill every year. Here there could be an immense saving to the industry, and if 
after that any help should he given it should be given. I maintain, Sir, as an Indian 
I am bound to patronise my country, I must have my Indian goods, goods manufactured 
in my own country and 1 must set an example. If I am a leader of my community 
I must set an example myself. Unfortunately my tastes are very queer. I do not 
want my goods manufactured in my own mill. I want my neighbour to use my goods 
and I use Japanese or other foreign goods. But that is another thing. 

Then it was complained that the Japanese firms, the Japanese exporting firms have 
ginning factories up-country. If that is a complaint, they can easily compete with the 
Japanese firms in the same way. Some of our mill agents here have faotories in the 
Punjab, at Okara and other places. Surely, there might be respectable merchants with 
whom they can have some sort of co-operation and thereby the cost of cotton might be 
decreased. 

The Agents are not satisfied with what they get. The employers might pay them 
anything, three or four per cent., but they must be satisfied with that. Ordinarily the 
least output will be Rs. lakhs and at the rate of 3 per cent, on that output the commis¬ 
sion would be Rs. 76,000. Now, seventy-five thousand rupees to any man per annum 
ought to he considered as a reasonable remuneration for the work that he does. Fortu¬ 
nately in Ahmedabad our mill agents have not one mill only, hut more. Some have half a 
dozen mills, some three and some four mills. Thoy have therefore ample remuneration 
as managing agents. They have their duties too. They have to finance in bad times. 
They have to finance, give personal security and give security of their property too. For 
all that they may bo getting the remuneration, but they are not satisfied with that. It 
is common knowledge—and if necessary facts can he given—that some of these mill agents 
have their own selling agencies too. Some goods are sold at Calcutta, and at Calcutta 
some of these agents have their own firms and they take these goods. So, in addition to 
the 3 or 3£ per cent on the total sale of goods manufactured in the mill, they make some¬ 
times 2J per cent., 1£ per cent, or sometimes even 4 per cent, on the sales that they make 
there. Then some mill agents have interests in the store business. Human nature is 
human nature after all. We are not super-human beings. Naturally they make profit 
out of these purchases, and some mill agents are known to havo cotton purchasing agen¬ 
cies in out-stations or share in the ootton purchasing agencies and there again they make 
money. I don’t grudge them tho money so long as these things are done well, but when 
we find that their action leads to general depression, surely some steps ought to be taken 
to remedy things. We are asking for Swaraj. There is Swaraj here also. So, this is 
merely a suggestion to them that they must put their house in order. So far as protection 
is concerned, if they find that the Japanese compete unfairly—I don’t think there is unfair 
competition—I am holding no brief for Japan, I say follow Japan. If Japan is working 
double shifts, why can’t you ? There are two or three mills at present -— Marsden Mills 
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I think—working night and day. Abide by the Factory Act. Look after the interests of 
your workmen and thon see if you cannot compete with Japan, or with any other foreign 
nation and thpn if you find by p ifcting your elf in the same boat you cannot row along, 
then ask for some sort of muscular help or stimulus. But they do not want to do that. 
They want to be more at ease. It is complained that Japan employs women at night." 
That is very bad. We need not employ women at night. Employ women during the 
day. Have men-shift in the night. Women may be employed up to evenin'* and the 
rest of the day might be taken up by men. ~ 

What is the case of labour here ? Have we got efficient labour ? The first mill in Ahmcd- 
abad was started about 03 years back. In all these 05 years what have we done ? What 
have the agents done, what have the public done for any sort of scientific investigation 
in connection with the mill industry ? We have got a previous Technical School here. 
I do not know what progress it has mado. It is in honour of tho pioneer of the industry 
here. Several manufacturers have supplied machinery and I had a talk with the Principal 
of the school some time back and I found that there was no opening for these hoys. They 
were not interested in this particular industry as they ought to be. Then we should <*ive 
some opening for these boys and make it attractive for others to come in. We have 
plenty of quill drivers. We want more people to use their muscles. These agents ought 
to do something towards that. I should have expected that Technical School here to 
be converted by now into a big technological college. I should have expected a good 
library in connection with the Association. The Association is levying a fairly heavy toll 
■on the members. Have they got a library or library assistant, much less a chemist ? 
Oar friend Mr. Majmudar is a native of this place, and he had to go to Sholapur. We 
could not have one of our own sons here. That is the position. 

I go with the mill agent and say that, if any assistance is wanted, it must be obtained 
for him. 'llhe Government must be forced to give it ns, the Legislative Assembly should 
do its utmost, but at the same time we must put our house in order. That is my position. 
Mr. A, an agent, may he good enough but Master A is not good enough. He is iust out 
of school with a smattering of English. He goes to the mill. There is an expert from 
Lancashire and he is sat upon by this little’child. Mr. A might be very competent. 
I know of instances, of mill agonts inspiring every one in the mills, but then to oxpect 
that their sons imbibed that knowledge from their childhood is not possible. They 
should have worked to bring the mill into existence. 

Then, I have noticed, Sir, another thing. I do not know whether it is within your 
province, but I have noticed that laws are made more to bo broken than to be observed 
You will see that thore is a section in the Companies Act about the directors making 
payment for shares on application and allotment. Instances have come to my knowledge 
wherein the promoters have paid for the shares taken up by the Directors. I was asked 
by the liquidator of one of the companies to realise outstandings from the 
contributories. 

Q. Which one ? 

A. Swadeshi Felt Cap Company. Its registered office is in Bombay. Mr. Moos the 
.liquidator asked me and I learned to my regret that some Directors did not pay out of 
their pocket. In the case of an Insurance Company which is under liquidation by the 
High Court the same thing happened. The Directors were called upon to pay. They 
said they had not to pay anything ; That is an insurance matter. There are similar 
instances in which Directors do not pay. « 

Even though under the new Companies Act we have got more splendid provisions for 
auditing aooounts, I have come across a precious auditor who has simply signed the 
balance sheet put before him, because he was a protege of the agents. He at anv rate 
is responsible for a great many defalcations in the Whittle group. If there is a company 
with an amount of reserve fund and if that still goes into the market for borrowing it must 
be the duty of the auditor to make a special report about that to the shareholders, that 
your company has so much reserve fund and your agents or directros have borrowed 
so much and it is for you to ratify that or to take them to task. Even when one company’s 
funds are allowed to be used by sister companies nobody knows anyttiing about it. 
It is. Sir, window dressing. On the 31st of December we see oertain entries made. See 
the books. It is without the knowledge of anybody. You will excuse me, Sir? for again 
referring to the Whittle group. 

Q. It is apparently the only group to which it is possible to refer with freedom 
because it is in liquidation. 

A. I am prepared to go to any group because I know several groups, but this is a parti- 
cular instance I can give. In the year 1922 the agent had taken about Rs. 14 lakhs. At 
the end of the year he wanted to show that he was not indebted at all. So in the middle 
•of December he goes to a bank here and borrows 4 lakhs; on the security of the Whittle 
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mill two'lakhs and two lakhs on the security of another mill. Instead of giving credit to 
that hank in the books of these two mills for these four lakhs he gives credit to himself in 
the books of the Whittle Spinning Company for four lakhs of rupees, thereby reducing his- 
personal liability. Then he has a ginning factory and six lakhs of rupees are transferred 
to that ginning factory orediting to himself. In that way accounts are manipulated. 
Then they show in the balance sheet debts, loans considered good. What tho loans are 
nobody knows. Auditors do not care to enquire whether there are any securities held, 
whether the security is good or had and who are the debtors. Then they show a sum of 
Rs. 33 lakhs as being in cash at the end of the year with factories, banks, mills and shrolfs. 
If it is cash with the hanks, shroffs and factories then it is easily available to him but in¬ 
stead of that these outstandings appear for years and years together and rtill this precious 
auditor allowed this to be shown as cash in hand. So things like that go on for 
any tune, nobody knows. We simply seo the last balance sheet. We say it is a good 
concern. Then there is a collapse all of a sudden. In August 1923 this party raised a 
mortgage loan of Rs. 21 lakhs on two mills in Ahmedabad, 11 lakhs on the Swadeshi 
Mill and 10 lakhs on the Asarva Mill. There were several outstandings due which woro 
not paid for several months after they were due. Ordinary deposits of tho poor widows 
and orphans had heon left there. When this money came into their hands instead of 
paying off the old debts, it went into the pockets of the agents themselves. So I have 
made a suggestion that in case a mortgage loan has to be raised on any company’s proper¬ 
ties, even though the Agent and Directors may be empowered by the articles of association 
to raiso such loans, they should bo raised only by a special resolution of the company, 
because notice lias to be given twice that a mortgage baB to be raised and a special resolu¬ 
tion has to be passed and then it has to be confirmed. So a whole month is given to the 
shareholders to know of it. Another thing is if any mortgage loan is raised then all pre¬ 
existing debts must be paid off. In this concern (Ihe Swadeshi Mill) tho mortgagee 
has got the money by the sale of one of the mills. The other creditors have disappeared 
altogether, not to say anything about the poor shareholders. The shares had gone up 
300 per cent. A thousand rupee share was sold at Rs. 3,800 and Rs. 4,000. People have 
purchased shares at that price and this crisis has ruined them. And the crisis in one 
concern brings a crisis in others. In the ease of one of these mills, the Saraspur group, a 
man came to me for legal advice. I asked him to give a registered notice demanding his 
money. A notice would cost only four annas for registering. I said my clerk would 
write for him the notice out of charity. He said that he had not got four annas for post¬ 
age ; that all his money had gone That was tho position. 

Your Question 40 is : The British Safeguarding of Industries Act lays down inter alia 
that no order shall be made under Part I unless it is established that the industry manu¬ 
facturing similar goods in the United Kingdom is being carried on “ with reasonable 
efficiency and economy ”. It is a matter well worth consideration. I am glad there are- 
ao many mill agents here hearing me and they will have an opportunity of hearing me in 
a court of law. Unfortunately our wheels move very slowly. We have been trying to 
oatcli them. Wc have been trying to get these people. We have not been able to get 
these people yet in the court of law. If our bands are strengthened in some way we 
might get hold of them and at an early date we might expose them in their fullest glare 
before the public, so that a good amount might be saved. The other day the question 
was about the agene.y system hero and it was suggested by the Chairman of the Association 
that their ^arrangement for the distribution of the commis ion bus led to the progress of 
the industry hero. That was tho impression created upon my mind ; that out of the 
Agents’ remuneration a certain portion is given up to what Mr. Subba Rao called under¬ 
writers, participators in the Agents’ commission. It is not a partnership at all, because 
one is not the agent of the other participators. If I am starting a company and if I give 
you or anybody a share in tho commission, thereby you will not be my partner. Because 
the incidents of partnership are not there. They are not partners at all. There is only 
one “ boss ”. 

Mr. Svbba Rao. —The managing agency in Ahmedabad is not a partnership firm ? 

A. No. There is one man who is the proprietor and instead of having ro many under¬ 
writers as in English companies, they go out into tho market through their friends and 1 
offer to them one anna commission on a subscription of one lakh or whatever that may 
be. His right is only to receivo a certain amount when the agents’ commission: 
is earned. 

Q. Then how is this right enforced ? By mere convention ? 

A. In some oaBes by convention and in others by agreement. Whore I was advising 
in some cases I have drawn up deeds of assignment. I assign to you one anna com¬ 
mission. 
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Q. It is a specifio assignment for the purpose ? 

A. Yes ; it is not a partnership. The Mansion mill is managed by Marsden BroB., 
Ltd., and a purchaser of certain number of shares is entitled to a particular share in the 
commission earned by the agents. 

Now it was said that the present state of industry is due to that system. Unfortun¬ 
ately my connection with these mills leads in to another direction altogether. Of course 
some of the mill agents are good. The present position of the industry is due to those 
agents and not to the system of sharing in tho commission. The night before last after 
leaving this hall, I sat down at my desk to find out how many mills were started on 
that system and how many were in existence in the same Btate or changed hand 3 and 
I find that at the roughest calculation about 32 mills in Ahmedabad were started on 
that line which have gone to liquidation or changed hands. But with strong finance 
whether a promoter goes into tho market with under-writing commission or with a share 
in the commission, or without it will not matter in the least, for instance, take Kastur- 
bai or Ambalal if they wanted to start a mill. I have been noticing from 1890. This 
system started in about 1890 and people with practically very little means started this 
practice. A man worth Rs. •' 0,000 went to another with Bs. 20,000 and started a little 
show and he got himself appointed as Managing Agent, wont to a .Director, gave him 
some shares for his work, and so on. Between 1890 and 1920, in that cyclo of 30 years, 
nearly 32 mills started on that basis. Some have gone into liquidation and then 
revived or got sold. The present stato is due more to the skill and efficiency of certain 
mill agents who have got hold of those mills. I cannot say if this is a complete list but 
I have prepared it as best as I could. I havo given the names of the various companies 
here. This i i the list.* 

President .—Do you wish it to be published as part of your evidence ? 

A. Yes. 'There is nothing confidential about it. There is no confidence between a 
court and a lawyer. It is a matter of public interest and I think people ought to take 
interest and I address merely to that point of view. 

Q. With how many miils have you been officially connected in the course of your 
career, Mr. .Dcsai, and in what capacity ? 

A. As I told you at the start, I am advising about 20 mills. 

Q. Advising, in what capacity ? 

A. As a lawyer, as a barrister. Then I have assisted in the formation of about a dozen 
mills. I officiated at the cremation of 15 or 20, 

Q. Wc can regard you as somewhat of an authority in the matter ? 

A. That is for you to say. 

Q. You certainly seem to have had a varied experience. You have given us a very 
complete and lucid statement of your views. T am not quite sure about this question 
of sales. Do 1 understand you to say that when the mills have their own shops in 
Calcutta, in addition to the 3J per ccut. commission on sales they get, here they charge 
a further commission of 3£ per cent, on sales there ? 

A. It is the shop of the Agent and not the shop of the mills. I am the agent of the 
mill here and I have a shop in Calcutta. 

Q. An entirely separate concern in which you sell the products of your mill ? 

A. Yes. I am an agent here and get 3J per cent for the work here and 2, 2}, 1J or 
whatever it may l>e, for the Calcutta sales. So in addition to the 31 per cent, on the 
local production here I am getting a commission at Calcutta or Amritsar. 

Q. Why do you consider this objectionable ? The mill would have to pay that 
commission to an agent in Calcutta in any ca e. 

A. Suppose I appoint an outsider as an agent. I make terms with him. I send him 
goods and draw 80 per cent, and if I find that ray goods arc not looked after I will take 
him to task. But if I myself were to do that if I have no funds there and I have to 
finance it here, how can I give 80 per cent, at Calcutta? lam looking to my own interest 
here. 

Q. Can you tell us how many cases of this kind are there that you know of ? 

A. I know of two cases. There might be many. 

Q. If you know only of two, that docs not show that the practice is general. 

A. In some oases the agents are partners. That is difficultto know. If an agent has 
a firm there in its own name then one might know. But if .T. V. Desai has a firm there 
in the name of D’Souza it is difficult to find out. At any rate so far as Ahmedabad is 
concerned in Ahmedabad itself we heard the other day about the 6 annas or 8 annas 

* Printed as Annexure A. 
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per cent, for selling agents. I may have connection in the name of my son or grandson 
or sister-in law’s husband or somebody else. 

Q. You refer to the Whittle group of which we have got very full particulars from you 
and others and you also refer to the Saraspur mill. Was that one mill or were there 
more ? 

A. Throe mills, Saraspur, Mew Edward and Srinagar. All the three wore managed by 
Manabhai Dalpatbhai. 

Q. Were they the same or different from the Whittle people ? 

A. Different. 

Q. So there are nine mills out of 59 or so in Ahmedabad that have smashed up in the 
last few years owing to bad managing agency, 

A. That is a good many. 

Q. They have gone into liquidation owing to the bad managing agency. 

A. Fraudulent 

Q. You call it fraudulent. 1 was a little moro circumspect, At any rate that is a 
large proportion, is it not ? 

A. It would be larger still if you were to refer to my list. 

Q. We were taking the last threo or four years. Have thero been any others ? We 
have a fow mentioned here in addition to those you have mentioned. 

A. There are a few companies gone into liquidation soon after starting without working 
at all. 

Q. Do you care to express an opinion on the reasons mentioned by the Ahmedabad 
inillowners in their statement as to why these mills have gone into liquidation '! 

A. Who am I to give any opinion about that in faoe of the opinion of the Association 
but ii called I can give reasons for all the fivo. The Universal Cotton Mill was 
formerly called the Ahmedabad Silk Mill. It was started as a very small concern. 
But during the boom time tho late agents thought that they ought to have some 
profits out of this concern and a mill that was tried by three or more different hands was 
taken by these new agents. It was purely a weaving mill. They purchased it at a very 
heavy price and it was difficult for them to work so it was taken up by other people and 
unfortunately they disobeyed the ru'os of law laid down in certain respects. There was 
some legal flaw there also ; and they could not work it because it was purchased at a very 
high prioe. It was an old mill. I think it was a mill started in 1907 or 1908. After 
passing tlirough three hands each working very successfully (?) in his own way it went 
into the hands of the last agents and they could not work it. They had a hand 
in the Quilon Mills. They purchased a mill at Quilon and the Universal Mill had a 
share in that. With a spinning mill there and a weaving mill here and with other 
concerns too, it was not paying at all. 

Then the next is Zaveri Spinning Mills, It had its own defects. It also was started 
before 1900. I have mentioned it in my note. The man who was first managing three 
or four conoerns and in his difficulties he handed it over to another and this man died 
leaving a minor son. During his minority Seth Mansukhbhai was looking after that mi ll 
and when this minor came of ago he had other business. He wept to England and Ger¬ 
many and had more business to attend to. He lost heavily and the company had there¬ 
fore to be stopped. The property is sold and it has now gone into the hands of the New 
Textile Mill. 

The Vaso Mumbai Mill has a very curious history. We had a Water Works Engineer 
and he thought he would bo better able to manage a mill in his own neighbourhood. He 
would be drawing his salary fr om the general public to manage the water works and look 
after the mill. He got a small conocrn, got old machinery and he could not work it and 
in tho boom time it was sold. Later on these people purchased an older mill still, con¬ 
structed in the sixties. It was hardly worth four lakhs and it was bought for 36 lakhs. 
They broke the contract and it then went Into other hands. There was a fight in the 
law oourte and in tho boom time it was again purchased by a firm and is now called Rnstom 
Jehangir Mills. I think it Is now worked under the new name. Unless they change the 
maohiaery, it will not work well. As a layman I can say the machinery of 30 years old 
cannot work at all. 

Then, the Gomtipur Spinning Mills. We had an enterprising gentleman who went into 
every kind of mill that was available. He had some crisis here and he went to Ceylon, 
ruined his master there, came back with some reputation as a bankrupt and joined some 
_people. Of course we generally forget the past and with the fullest experience from 
Ceylon it was very handy for him and ho started this. He got hold of some maohinory on 
the hire purchase system Then it came into the hands of a Bora merohant who came to 
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me for advice. In spite of my advice he advanced the necessary funds with the result 
that he had to purchase a lot of shares and ruined himself eventually. There is a dispute 
going on about some engine which is lying there. It is now sold and has gone into the 
hands of an employee of the Imperial Bank of India. He purchased it for 2 lakhs and 
odd and it is still lying idle. 

The Vishnu Cotton Mills is also a boom concern. The gontleman had something to do 
in the management of the Zavori Mill and he was interested in a bank here. He thought 
of starting a mill and he had the assistance of some mill agents. He thought of starting 
a mill. He got old machinery from Cawnporc and also some new machinery and also 
some old ring spindles, with the result that it was a very top heavy concern. He was 
arranging to refloat it but that had failed. It is in the market now to be sold off very 
soon. 

Q. Then there are the mills which have closed down, for instance, the Hathising Mills. 

A. The Hathising Mill. I am not sure whether it is closed down. That also has a 
history. It was started by a member of an old Sethia family. That Seth’s name would 
carry weight with the general public but he was very innocent of everything. He started 
this mill with the result that it was not successful. It changed hands. I think it has 
gone into the hands of the agent of the Gujarat Ginning mills. I do not know if it is 
closed. Only last week I heard that a friend of mine had been drafting an agreement 
for the selling agency of this mills product. 

The Oriental Mills have never started. In the boom time a man, who made some money 
in Caloutta in metal business, thought of coming back here and starting this Company. 
He got some shares taken up but eventually they became top heavy. They changed 
hands and a Bombay man tried his fortune. He also failed and an Ahmedabad man 
wanted to risk his fortune. He sought my advice and I advised him not to touch it. I 
asked him to bring the draft of the agreement to me. Instead of bringing it to me he 
executed it then and there and he had to pay a fairly high amount of damages. Then 
it went into liquidation. It is now purchased by a firm or syndicate of four, one of whom 
is the late agent himself and an Ahmedabad man who is doing cloth business in Caloutta 
is another. 

Q. I do not know if we need go into the cases of the mills which have changed hands 
in such detail. But perhaps you will have a look through the list. 

A. The India Spinning Mills. I was connected with the mills. 

Q. The reason for going into'such details with you, Mr. Desai, is the fact that they have 
been put forward as mills which have ohanged hands, closed down or gone into liquidation 
as a result of severe depression. 

A. The first agent of the India Spinning Company had not large funds. He had a small 
shop and had some little money and just as others he also caught hold of some friends 
and started this concern. He went out with the idea of starting a concern with old 
machinery. So he found a party in Bombay to sell him the old machinery of the Adamji 
Pirbhai Mills. The whole machinery of the Adamji Pirbhai Mills was purchased by a 
syndicate in Bombay. It was divided into two. Half went to Ujjain and half to Ahmed¬ 
abad for Rs. 12,10,000. There was some dyeing and bleaohing plant. There was a 
dispute about that. The Ahmedabad man thought that he had half a share and the 
syndicate thought they had the whole property. When the machinery came here they 
found it was too heavy and they sold half of it again to a firm and that man paid one lakh 
of rupees as earnest money and sent a oheque for 3 lakhs which could not be oashed. So 
the machinery lay here. These peopie got the lakh of rupees but they had not sufficient 
funds to pay for the machinery; and they mortgaged it in 1921. The time for redemption 
of the mortgage came and they could not pay. So as it was usual in Ahmedabad for 
everybody to rush to Maugaldas, this man also went for his assistance. Then I oame on 
the scene. I was consulted and eventually Maugaldas arranged to take up that mil l. 
He got new machinery. I know as a matter of fact a lot of new machinery has been put 
in by Maugaldas. 

Q. What about the Ahmedabad Cotton and Waste Mills ? 

A. It is also one of the commission sharing businesses. They started with a waste 
plant and they oould not pull on. 

The Swadeshi Felt Cap and Hosiery Mfg. Co., Ltd., was originally a caste concern. 
There is a caste of Bora3 who do business in felt oaps and hosiery. One of the men of the 
easte took it into his head to go into that business and went to England and Germany, 
got his people to subscribe for the shares, and not satisfied with the felt cap business he 
purchased looms, and then he purohased oil machinery. He had not sufficient funds to 
pay for all this and he had to borrow money at a high rate of interest. 
mo y 422—26a 
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Q. The Shrinagar Mill ? 

A. That is one of the Saraspur groups. It changed hands and it is supposed to be 
doing well. 

Q. The Manor Harkha Mills ? 

A. That is as old as my grandfather. A Kathiawar enterprising gentleman came down 
to Oujarat and he got old machinery and old mon and put it there. It was an old curio¬ 
sity shop. I think it is still an old curiosity shop. It was ono man’s concern. It was 
not a company at all. Whether it has now improved its condition or is still a mere 
curiosity shop one has to see. 

Q. Sir Waghji Mills ? 

A. I know something about that. We are just negotiating the working agency of that 
mill with the Receiver. The Sir Waghji mill went into liquidation. Mr. Vaidya, a 
barrister in Bombay, and another gentleman were appointed liquidators and they sold 
the property and it was purchased by a firm of yarn merchants in BoDibay who sold it 
directly to a company in Akmedabad called the Oujcrat Dyeing and Bleaching Company. 
I am not sure what it was purchased for—14 or lo lakhs, but it was sold for 18 lakhs of 
rupees to the Ahmedabad Company. The poor shareholders did not have sufficient 
funds. So that arrangement fell through. So that went, back to the syndicate in Bom¬ 
bay and fortunately for the syndicate one of the members died and his estate has gone 
into the Receiver’s hands and Mr. Moos is the Receiver. With the permission of the 
High Court a loan of seven lakhs of rupees has been raised at 9 per cent, interest and the 
mortgagee is managing it, who in addition to the 9 per cent, interest is getting 4 per cent, 
commission on the sales. It is still working, it is not closed down. 

Q. You do not consider then I take it, Mr. Desai, that as regards any of these mills 
included in this lengthy list, their [ hanging hands, going into liquidation or closing down 
can be ascribed to anything but inefficient management ? 

A. I shall be opposing the experts! When the exports say one thing how can I say 
another ? I am a layman. 

Q. As a layman what is your opinion 1 From your internal knowledge of the working 
of these mills wliat is your opinion V 

A. I think it is inefficient management and want of sufficient funds. 

Q. 1 should like to ask you a question about audit. Do you think from your experience 
of the Ahmedabad mill industry that the audit can bo described as satisfactory ? 

A. Since the new Act came into force in 1913 we have had certain auditors who under 
stand their responsibilities. 

Q. But. take the group that has gone into liquidation. The audit can hardly have 
been satisfactory V 

A. Absolutely unsatisfactory. 

Q. Then how does that square with your opinion that you have auditors who understand 
their obligations ? 

A. There are auditors and auditors. This particular auditor was a special favourite 
of the agents and for concerns of that firm of agents this man was the auditor and he 
blindly signed every paper put before him. I know as a matter of fact that some of 
these auditors go through every entry, every item and if anything suspicious occurs to 
them they take explanations. But to strengthen the public confidence I should expect 
them also to certify as regards securities, or if any amounts are lent out how they are 
lent, when they were lent out, whether they arc secured or not, etc. The generality of 
these auditors arc doing well. 

Q. You think that there has been an improvement but that safeguards are 
necessary ? 

A. The Act does not lay down their duties. Tho articles of their association do not 
lay down those duties, but when we find such frauds, such huge frauds committed by these 
people and when it is a question of national honour some steps should bo taken. It is 
not a mere question of a few crorcs of rupees. When it goes out to the outside world that 
there are people heresvho swallow to the tune of crorcs of rupees, that they are not detected 
by the auditors or by the shareholders or by the directors or by courts of law, it is a 
question of national honour, and from that point of view I suggest there must be improve¬ 
ments. 

Q. You think the Act ought to be amended ? 

A. As regards that I made one suggestion, as regards the amendment that the Com¬ 
panies Act requires, that there must bo a minimum subscription fixed before allotments 
could be made. There is sometimes reasonable minimum subscriptions fixed, but in 
some cases I think—I have como across one or two—the minimum was soven. The Act 
lays down that there should be seven shareholders and one has to take one share. So 
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the minimum subscription was seven shares. So as soon as a company is floated the 
promoter has a thousand rupees for these expenses. As soon as tho company is registered 
with seven signatories they proceed to allotment and then sometimes the gullible public 
are taken in. Instances have occurred in which application forms have been sold in the 
Ahmodabad market for two or three rupees, mere appbcation forms, simply because 
some good names happened to be attached thereto. So I suggest that the minimum 
subscription though not required by the law to be retained at a particular limit, at least 
should be 50 per cent, of the authorised capital. Otherwise you go on taking capital 
and you cannot start any business, with the result that you lose. There is a company 
which I am liquidating. They have lost a lakh of rupees and that has come out of the 
poor shareholders. They got a large number of shareholders, but there are certain 
concerns which have not got those shareholders. If tho Act has to be amended it Dray 
be amended to'that extent too. 

Raja Hari Kishan Kau!.. —I should like to clear one or two points. Do you own any 
shares in any of these mills here ? 

A. Yes. 

Q. You are I suppose a director of several mills ? 

A. I am glad I am not. In the present management I do not eare to associate. 

Q. Is it because you do not like to associate yourself with the management or is it by 
chance that you have not been elected ? 

A. I may be elected if I want to be but*! do not like to be. 

Q. You have given two causes for the depression. One is inefficiency and the second 
is want of funds ? 

A. My point is this. It is the defalcation of these agents, tho bad management, the 
fraudulent management of these agents that lias led to the depression in the industry. 

Q. Then, you said something about want of funds ? 

A. There are certain agents who start with very limited capital of their own. The 
subscribed capital is very little and their own funds are very little. They cannot get 
sufficient for working. 

Q. They start with insufficient capital, to begin with ? 

A. Yes. Then this is a national industry and if tho banks assisted in the working of 
it at moderate rates of interest taking everything into consideration, then it would be 
possible. 

Q. Do you think there is necessity for some assistance, some financial assistance, from 
banks ? 

A. Yes. 

Q. But you do not recommend it in the present state of inefficient management ? 

A. Whether a particular concern deserves to be financed or not should bB ascertained 

Q. Then you think the only remedy necessary is to improve the management and to 
secure financial assistance ? 

A. Cheapen finance. At present they are paying 10, 11 and 12 per cent, interest. 

Q. You do not think the depression is due to the costs of production being too heavy 
as compared with the prices at which the outturn can be sold '! 

A. I am not prepared to answer that question. 

Q. You have not looked into that ? 

A. It is too technical for me, the question of oost. 

Q. You have not looked into that ? 

A. No, I have not looked into that. 

J/f. Subta Rao.~lt is very valuable evidence that you have given us, but I should 
like you to give us some idea as to proportion. Of course in every industry there must 
be a certain number of people who mismanage, and so on. But would you not say that 
the number of mills you have described is not very large in comparison with that of good 
mills. 

A. It is half and half. I think the mills at present working are about 65, and my 
list gives you. 

Q. About 20 to 22. 

A. I think 31. 

Q. We have got one or two ginning factories and so on. Then some of the mills have 
changed hands. So, how many separate mills are there which have undergone this 
chapter of accidents or catastrophies ? 

A Thirty-two. That is not even complete. I have noticed that I left out at least one. 
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Q. Apart from numbers have you any idea as to their relative proportion in point of 
spindleage ? What proportion do they represent of the capital invested in Ahmedabad ? 

A. I have not gone into that question. 

Q. Because a number of people might start small mills as in the war-boom and they 
might come to grief. 

A. Formerly almost all the mills were started with a capital of five and ten lakhs. 
Therefore we mav take it on an average that all those started with a capital of between 
five and ten lakfis. 

Q. Taking the period before tho war-boom, say between 1890 and 1916 how many 
milis came to grief, you would say, through incompetent management or dishonest 
management ? About ten ? 

A. No, more than that. About 20. r 

Q. About 20 had this unhappy history even before the boom period ? 

A. Yes. 

Q. You cannot give any information about the capital invested in them ? 

A. I should roughly take it as live lakhs on an average. 

Q. Each of them ? 

A. Yes, each of them -share capital. 

Q. Half the total capital in the industry in Ahmedabad ? 

A. About that. 

Q. Then, turning to management, you make three criticisms. One is about the direc¬ 
tors playing no important part, another about heredity and another about one agent 
having too many mills. But you have not told us how you would prevent this ? The 
great troublo is that the managing agents themselves hold a large number of shares and 
if they are prepared to vote in their own favour how do you propose to get rid of th< 
troubie ? 

A. I oan get. rid of the trouble of the directors. I would make them responsible. In 
certain articles of association it is said that a director shall not be responsible unless 
for his perronal wilful mist onduct. A learned judge of tho English courts has laid down 
that for misconduot there must be conduct, and for wilful misconduct there must be a 
will. So a Director by some sort of conduct, of misconduct, must willingly refuse to act. 
That will be wilful misconduct. Only if that kind of misconduct is proved he is respon¬ 
sible; So I suggest that if the directors are made responsible even for their negligence, 
for their negligent action then we shall have directors taking lively interest. 

Q. That is to say, there arc a largo number of directors who do not take sufficient 
interest ? 

A. Why should they ? People trust them. 

Q. You would have legislation and thereby Bave the confidence of tho people from 
themselves f Anyhow it is a question of legislation ? 

A. After the ruling of courts there must be legislation. We have got the ruling of 
Indian courts. 

Q. You want to make directors more responsible ? 

A. Yea. 

Q. And how do you get over heredity If If the heir of the previous managing agent 
inherits 50 to 60 per cent, of the shares, how can you prevent the heir getting the agency 
as the law stands now ? The managing agent evidently has got a large stake in 
the mill. 

A. That is not always so. 

Q. To the extent it is so ? 

A. There are some managing agents here who have very few shares in concerns and still 
they are hereditary agents. Suppose I have started a concern and I find it difficult 
to manage. I come to you and ask you to come to my rescue. All the shares remain 
with me and my co-sharers and you are the agent and you getyourself appointed managing 
agent with all the powers. 

Q. Can any kind of law prevent that ? If the shareholders approve of one man how 
can you prevent that ? 

A. One man can be trusted but there are difficulties in the way. The first question, 
that will arise is whether that agreement is a valid agreement, whether it offends against 
the law of perpetuity or not. It is a question to be discussed hereafter when an occasion 
arises. Then there is also the legal difficulty about indefiniteness. In some cases we 
find the agents are appointed for a particular number of years. Difficulties there will be, 
I cannot help that. 
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Q. Turning to finance, you make three or four suggestions, the first being that agents 
shall not extend the mills by means of borrowed capital. Would you make a provision 
for that in tjhe artioles of association or make it a part of the new legislation ? 

A. In some articles bo far as I am concerned I have made a provision that the extent 
of the borrowing shall not exceed a particular amount. In some caBesit shall not exceed 
the subscribed capital. In some specific cases it shall not exceed the paid up capital. 

Q. You say that with reserve funds on hand they should not borrow ? 

A. Quite so. 

Q. But when the funds are invested and when they want working funds ? Is it not 
a common practice to invest in extensions ? 

A. Sometimes it is. If the reserve fund or any other fund, is invested in the mill itself 
that is unobjectionable. Instead of that wo find that it is loaned out. 

Q. I want to know from your experience to what extent reserve funds are invested in 
fixed plant in Ahmedabad or used as working funds or invested in securities. In each 
of these forms it earns interest ? 

A. On that point I am not m a position to contradict the gentlemen who were before 
you for two days, beoausc it was emphatically said that the reserve funds are invested 
in outside securities. 

Q. No, not necessarily. A good deal of it is employed in the working of the concern 
istelf, in the buying of more spindles, extension of buildings, etc. That is one use to 
which the fund can bo legitimately put. 

A. Then my experience is this. Generally I find that the reserve fund is not liquid. 
It is almost invariably utilised for extensions of mills. 

Q. That is what I want to get from you. If that bo so, if tho mill wants more working 
capital to buy stores, etc., should it not borrow 1 

A. Then it may ja;o to a bank and get it. If my reserve fund is in my hands, in my 
block account, that is one thing : but if my block account is much less than my capital, 
my reserve fund and what is shown as cash in hand. 

Q. I understand that. You mean that when you have got your own capital available 
for use in a liquid form you must not then borrow ? 

A. I invite your attention to the statement in connection with the Whittle mill. Rs. 33 
lakhs shown as with banks and bankers and all their block accounts were paid oil. 

Q. Was it really available ? Tho money ? 

A. They showed it to be available. 

Q. You are making a general rule about reserve funds and their relation to borrowing. 
You are taking a specific example; but generally should not a mill which has invested 
reserve funds. 

A. If the Articles allow. I generally make a provision in the Articles which I make, 
that the reserve funds of the oompauy may be utilised for the company’s purpose, either 
for extension or for the purpose of working. Otherwise the reserve fund remains 
reserve fund. It must be available for speoial times. It must be invested in proper 
securities. 

Q. Some suggest Government securities. I believe most mills employ the reserve fund 
in their own works in extensions. It is quite the exception so far as I have seen the 
balanco sheets to keep these funds in the form of liquid assets. 

A. Very rarely. 

Q. And therefore they naturally would require to borrow when they want more working 
funffe ? 

A. Then there will be a surplus block account. On that security any bank would 
finance. 

Q. We have not had that evidence before. Several witnesses have been speaking of the 
difficulties of getting loans. Banks would want something more than the fixed plant as 
security. 

A. Here is an agent getting a lakh of rupees. If all the reserve funds are used up it 
would bo easy to get collateral security. There might be a provision made with the banks 
or some amendment may be made in the Imperial Bank Act. 

Q. You are not opposed to borrowing when the funds are already employed ? You 
object to borrowing when the mills have funds available and do not fully employ them ? 

A. Or given away to others. 

Q. That is a sort of malpractice. Then, vou speak of tho need for scrutinising the 
securities. Your suggestion is that some of tteso may be paper securities with no substanoe 
behind them. Have you any provision on this side for such to be shown; if any loans 
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are given to directors or to firms in which they are interested, is there no any provision 
for these to be shown separately ? 

A. In the model balance sheets we have that. 

Q. You have got to show loans given to directors ? 

A. Here they do not show good and bad debts. 

Q. At least there is a legal provision which can be enforced ? 

A. It is not enforced here. 

Q. There is a provision ? 

A. When they show as cash in hand it is not a loan. If it is a loan to a director 
■or to a concern it might be shown as a loan; bat if there is a cuisrent account with 
him it is not a loan. 

Q. You mean it is shown as cash in hand but it is really lent to the director ? 

A. Yes. 

Mr. Majmudar. —Yon said the directors are not consulted in the matter of contracts. 
May I know to which contracts you refer ? 

A. Any contracts, building contracts, buying contracts, machinery contracts. 

Q. Buying contracts ? Do you moan in the regular business of manufacturing ? 
purchase of cotton and sale of cloth. 

A. J lirectors arc oalled only once in the course of a. year, as I said before. When the 
balance sheet is prepared they are called to sign. In no business of the concern are the 
directors consulted. Even if the agent wanted to males any extensions they are not 
consulted. For additional machinery they are not consulted. For ordinary current 
contracts you m^y leave it to the agents, to buy cotton and sell yarn or cloth, but when 
such important business is to bo done the agents must consult the directors. 

Q. You mean that even when they spend lakhs of rupees for extensions, the directors are 
not consulted ? 

A. Yes. 

Q. T could not follow all that you said about the depression in the industry being due 
to the loss of confidence consequent to the misappropriation by the agents of some of the 
companies. It may bo true that some agents misappropriated the amount, it may bo true 
that the confidence of the depositors is shaken, it may be true that a thousand people or 
two thousand people who deposited money have lost. But how does it affect the 
sale of products of the mills ? 

A. They have not got funds. 

Q. These people would form about five to ten thousand people. How much cloth would 
they consume ? 

A. Not individually. There arc cotton, merchants who have dealings with these people 
to the extent of lakhs of rupees. If lakhs of rupees are available they may be utilised in 
their own business, in yarn business or assisting cloth shops or in various ways. 

Q. But if the mills are selling their produce throughout India through agents and firms, 
naturally there ought not to be any difficulty in the sale of the produce, because a large 
number have not suffered due to the misappropriation by a few agents. 

A. Ahmcdabad goods are sold throughout India. Very often they have their consti¬ 
tuents in Ahmedabad—buying agents. A firm in Amritsar wants to purchase goods in 
Ahmedabad. Say that it wants to purchase goods for 25,000. The firm in Ahmedabad 
has not got sufficient finance to assist. 

Q. It does not mean that the merchant community as such has disappeared ^rom 
Ahmedabad or from Gujarat. The trade has not stopped. 

A. The trade has not stopped ; but it has sunk. In 1918 and 1919 a large number of 
cloth shops wore started in Ahmedabad in expectation of good times. They came into 
existence for a short time and then they disappeared, after 12 months, after a loss. 

t 

Q. The present position is that the mills are not able to sell their products and if they 
are able to sell, it is at a loss. What connection has that with the misappropriation by 
a few agents that you mention ? 

A. The merchants in Ahmedabad or round about are not in a position to stock 
sufficiently. As regards their sales they have not sufficiently advertised themselves. 
Some of these mills might be turning very good quality of cloth, but people in 
Ahmedabad do not know the existence of the cloth in Ahmedabad. When they go to 
Amritsar they come to know of it. What have they done to popularise tho cloth in this 
•district ? Why should they go to Amritsar or Delhi or some other place ? 

Q. That depends on the prices they get here and in Amritsar. 

A. That is not for a lawyer, but for an expert to say. 
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Q. So your only argument is that the depression is due to the fact that the 
merchants having lost, money arc not able to export goods to the different centres ? 

A. In the same quantity as before. 

Q. And that is why remunerative prices of oloth are not realised ? 

A. There might have been othor reasons also. I cannot say. 

Q. So the depression in the industry or the mills not making profits is not due to the 
misappropriation of money by a few agents ? Misuse of money by a few agents could 
not be connected with the mills having to sell their goods at below the cost of production. 
That is diffioult to understand. 

A. I will try to explain. I am a bad agent: I have misappropriated Rs. 10 lakhs. 
Another is a very good agent. In ordinary times I could get deposits at 6 or 7 per cent, 
and he could get deposits at 5 or 6 per cent, for working capital. As a result of my mis¬ 
conduct he cannot get that deposit. So he muBt rapidly dispose of his goods. 

Q. You mean owing to the want of eonfidenoo of the depositors the other mills are not 
getting money ? 

A. Ye3. 

Q. And therefore those people are cutting the prices ? 

A. Yes. 

Q. So you mean that the depression is due to the internal competition of the mills to 
clear off their stocks '! 

A. I should think so. 

Q. Have you any idea of the remuneration paid to the auditors here } 

A. Yes. They get between Rs. 200 and 350 per audit. That is an yearly audit. We 
have not got running audit here. 

Q. You consider that to be a sufficient remuneration for auditing the conoerns ? 

A. No; to audit a turnover of GO lakhs I expect at least Rs. 1,500 if 1 were an 
auditor. 

Q. You refer to these small concerns having gone to dogs owing to shortage of finance 
and also because they wore small concerns. 

A. They are not small concerns. At one time a weaving establishment o! 200 looms 
was considered to bo a fairly good one. Tho Fine Mills bad for a long time 200 looms and 
the Oriental Mills had about 250 looms. The Srinagar mill had 250 looms. I do not 
think the smallness of the plant has anything to do with it. 

Q. Was it mismanagement ? 

A. Yes. Inefficient management. 

Q. You mean they could not make profits owing to inefficiency of management ? 

A. If I do not know anything of the business I am certain to lose. Most of these 
concerns were started by sons of noble families who won’t stoop their backs to do any¬ 
thing. They could not go to the mill and work and what can you expect from them 
but failure ? 
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Annkxtjbj? A 

The Jtajnayar Spinning and Rajnar/ar Ginning Mills changed hands by reason of the- 
financial inability and general incompetence of tho agents. 

The Uiltehhu Mill, and Gujarat Cotton Mill ( Kakaria ) went into liquidation because of 
the agonts mishandling funds of the company. The liquidation of the latter, the Hitwar- 
dhak and tho Fine Mills was due to the smallness of the oapital. 

The Jubilee Mills, the Motilal Uirabhai Mills and the Purshotam Mills wore at one¬ 
time in the hands of mere ordinary people and they had to part with tile agency and the 
new agents brought these concerns to a good position. 

Almedabad Advance .—This company had gone into liquidation beoau.se it9 first agents 
could not arrange about financing it. After it went under the management of Tatas it 
became an ideal concern. 

The Jehangir Vakil Mills .—The first agents transferred the agency because they could 
not work it. efficiently. 

The Bombay Vuso Mills .—This company was started by a Municipal engineer in charge 
of the water works. It went into liquidation. It was purchased during the war boom 
by a party who backed out of the eontraot and paid damages. It is now working as the 
Rustom Jehangir Mills. 

The Ahmedabad Waste Cotton Company —Tho first agents gave up the agency. The 
share capital has been reduced and it is now under new management. 

The Zaceri Spinning Company was originally started by Lallubhai Raichand who in 
difficult times handed over the management, to Nagcrsheth Manibhai. During the 
minority of his son the management was under the late Shoth Mansukhbliai, but when 
the agent came of age ho could not manage it efficiently and it was wound up and the 
property was sold. 

The Hathising Mill .—The first agent could not finance it and it has changed hands. 

Th» Hemahhai Mitts .—The first agent could not work it so they gave up the agency. 

The Indian Spinning Company had to change hands because old machinery was pur¬ 
chased during war time at a high price and the agents could not arrange to finance it. 

The Swadeshi Felt Cap Manufacturing Company went into liquidation because the 
agents went in for looms and oil mill machinery. The mill Hid not start; some machinery 
was unpacked. 

The Oriental Mill went into liquidation because machinery was purchased at high 
price during the war boom. Some looms were not erected. The company went into 
liquidation before it started the mill. Agents could not finance it nor could they arrange 
for a change of agency. 

Manibhai Valpulbhai Croup (about 50 lacs of defalcations) 

Saraspur 
Edward 

Srinagar (saved from liquidation because the ageney was transferred). 


Naginda* Group. 


Whittle Milis 

Broach. 

Nearly one erore of defalcations. False- 

Swadeshi Mills 

Ahmedabad: 

balanves were prepared and aii 

AsarvaMills 

manners of fraud-, perpetrated. 

Surat Industrial 

Surat. 


Viramgam Spinning 
Viramgam Alfred 

> Viramgam. 


Viramgam Industrial . , _ 
Nandarbar 



■Thotana 

Kathiawad .. 

Colliery 

Boring Works, 

> Ginneries. 



The Ahmedabad Aew Spinning, Harijnir Mills and Ahmedabad Vepar Uttejak .—These 
three were under the management of Lallubhai Raichand. He speculated in shares to 
finance which he had utilised the funds of the Ahmedabad New Spinning Mill and the 
same were utilised for financing the other two mills. I.alshanker was a partner in the 
working of the last mil' and he took over that management. Lallubhai’s insolvency- 
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led to the luquidation of all the three concerns. Unsecured creditors and shareholders 
lost everything. 

The Ahmedahad Mereh9nt Spinning Mill, Kudiad Suxtdeshi, and Sural JafaralH MiUs .— 
The group of Ambala! Sakerlal came to grief because of inefficient management and want 
of finance. 

The Oordhan Spinning Mills came to grief because of inefficient management and 
insufficient funds. 

The Bharaikhand Cotton Mills changed hands because ita first agent had appropriated 
its funds for his private purposes. 

The Gomtipw Spinning Company and Vislinu Cotton Mills went into liquidation 
because of want of funds. 

The Universal Mills went into liquidation because an old mill wa3 purchased during 
the war boom at a high prioe. 
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Witness No 83 

THE MANAGING AGENTS OF THE FOLLOWING MILLS 

(1) The Ahmedabad Fine Mills, Ltd. 

(2) The Ahmedabad Shri Rainkrlshna Mills Co., Ltd. 

{3) The Shri Vivekanand Mills Co., Ltd. 

(4) The Hirabal Manufacturing Co., Ltd. 

(5) The Shri Laxml Weaving and Manufacturing CO., Ltd. 

(6) The Raipur Mills Co., Ltd. 

(7) The Ahmedabad Jupiter Spinning, Weaving and Manufacturing Co., Ltd. 

(8) The Mohini Mills, Ltd., Kushtia, Bengal. 

Written Statement dated 23rd August 1026 

We the undersigned have the honour to submit that our mills are not provided with 
spinning departments and wo mostly consume yarns above 40s count imported from 
England as our raw material for the purpose of manufacture. Wo beg to invite your 
attention to the report of the Fiscal Commission which definitely criticises the levy of 
5 per cent, import duty on yams. When all other mills in India consume cotton as their 
raw material without the burden ofany suehdutyitishighlyinequitableand unfair to tax 
large consumers like mills at 5 per cent, on finer yarns which are their raw material. * We beg 
to submit that the duty on yarns above 40s bo wholly abolished and if this ultimately be 
not practicable, a rebate of duty should be granted to all the mills who like us 
consume yams of counts above 40s as their raw material for the bona fide, purpose of the 
manufacture of cloth at the end of the year as is being done in the case of salt used for 
industrial purposes. Wo authorise Mr. G. I. Patel, B.A., M.L.C., to give oral evidence 
on our behalf to the Board and hope you will kindly examine the details of the 
disadvantages under which we have been labouring since 1921 and will make the 
necessary recommendations. 
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Witness No. 84 

Mr. G I. PATEL, Managing Agent, The Ahmedabad Fine Mills Co., Ltd., 

Abmedabad 

Written Statement dated the 28th August 1926 

I have the honour to submit the following facts for your consideration and to enclose 
copies of certain resolutions recorded in the reports of the Ahmedabad Millowners’ 
Association and of correspondence with the* Govern ent of India on behalf 
of certain mills which have no spinning departments and which depend practically on 
finer (cop) yarns imported from England for their working. 

Yarns over 40s counts are consumed by such weaving mills for the manufacture of 
cloth and practically these yarns are the only raw material to them as cotton is to the 
spinning or the spinning and weaving mills. When mills provided with sp innin g or with 
the combined processes of spinning and weaving consume cotton as their raw material 
without any burden of duty it is but fair that mills provided with the process of weaving 
only should not be taxed on their raw material, viz., yarns at 5 per cent. 

I beg to therefore request you to consider the details mentioned in the papers enclosed 
herewith and to recommend tho abolition of this inequitable import duty on counts 
over 40s when several thousands of handlooms and powerlooms in this country are depen¬ 
dent on such yarns. The loss of the revenue to Government may be compensated by 
an increase in the duty on counts below 403 which directly compete with the production 
of Indian mills. Such a step will proteot the handloom and tho mill industry of the 
country and will materially restrict unfair foreign competition. 

I may bo permitted to point out that sineo the imposition of this duty in 1921 two 
weaving mills in Ahmedabad have gone into liquidation, after suffering losses and at 
present out of the remaining nine, six are sutferiug very badly. I shall be glad to give 
oral evidence on this subject when the Board holds its sittings in Ahmedabad. 

Annexube A 

(t) Telegram dated 7th August 1925, to the Commerce Member, Government of India 

We nine simple weaving sheds under continued depressed conditions pay five per cent, 
duty on English yams, our chief raw material and also pay on cloth excise duty. Double 
duty burden has ruined situation. Kindly arrange refunding yarn duty on yarns we 
actually consume. Letter follows. 

(ii) Letter dated 7th August 1925, to the Commerce Member, Government of India 

I beg to confirm herewith a telegram sent to you to-day, copy whereof is enclosed, and to 
state that the facts of our said case are printed on pp. 29 to 32 and 51 to 61 of the Annual 
Report of the Ahmedabad Millowners’ Association, for the year 1923, enclosed under a 
separate cover. Simple weaving sheds mostly consume fine yarns imported from Man¬ 
chester and it is obvious that in times of acute depression the import duty of 5 per cent, 
on ouo raw materials along with 3) percent. Excise Duty on the finished manufacture 
from this duly paid raw material would naturally crush the very existence of such mills 
in India. In view of the strong recommendations of the Fiscal Commission a total remo¬ 
val of the import duty is long overdue, however as a measure of immediate relief to the 
consumers of finer yarns the system of giving rebate of this duty to the bowi fide consumers 
in the raannor in which duty on salt used for industrial purposes is refunded will prove 
of great assistance, and relief. In case it is necessary to discuss this matter with you 
personally the group of the weaving sheds mill agents will be glad to depute two represen¬ 
tatives to wait upon you in a deputation. 

(in) Letter dated 28th August 1925, to the Commerce Member, Government of India 

I have to invite your attention to my letter of 7 th August, reply to which has not yet 
sen received by me. 

I may be permitted to point out that tho Bombay Millowners’ Association and the 
Ahmedabad Millowners’ Association have strongly recorded their opinions against the 
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import duty on yarn. Mr. J. B. Petit, the representative of the Bombay Millowners’ 
Association in his oral evidence before the Fiscal Commission has stated as under t— 

“At present I think the Association is of opinion that yarn should be left free of 
any import duty and that opinion has been arrived at principally beoause we are oonvinoed 
that the bulk of these imports is used in the handloom industry. ” 

. The recommendations of the Ahmedabad Millowners’ Association are mentioned on 
pages 29 to 32 and 51 to 01 of the report for the year 1923 which was forwarded with my 
letter to you of the 7th August. In the present circumstances the refund of duty to the 
mills using cotton yams will obviate all difficulties. 

(IV) Letter dated 31st August 1925 from the Commerce Department, Government of 

India 

On behalf of Sir Charles Innes, I acknowledge your letter of August the 28th about 
import duty on yarns. I am not certain whether you write in your own capacity as a 
managing agent of a group of spinning mills, or whether you write on behalf of the 
Millowners’ Association of Ahmedabad, of which you are a Joint Honorary Secretary. 

2. The points and references in your letter will be noted. 

(F) Letter dated 5th September 1925 to the Secretary to the Government of India, 
Commerce Department 

I am greatly thankful to you for your letter No. 281-T.(3), dated 31st August 1925. 
I have addressed this requisition to the Honourable Member for Commerce on behalf of 
nine simple weaving mills worked by different mill owners in Ahmedabad. This fact 
will be cleared from my telegram dated 7th August 1925. These weaving mills consume 
fine yarns which are manufactured by Lancashire mills in the specialised form of long 
cops wound on small paper tubes for both warps and wefts. The 5 per cent, import duty 
on suoh yarns not only affects adversely the easy import of these cop yams into India 
but puts such simple weaving sheds which consume them in large quantities in preference 
to local yarns under heavy strain of paying 5 per cent, import duty on their chief raw 
material of manufacture on the one hand and of paying 3J per cent, exoise duty on the 
manufactured article prepared from the same duty-paid raw material on the other. This 
double tax completely ruins the position of such mills. To quote an example I may be 
permitted to say that certain mills pay about one hundred, thousand rupees as import 
duty on yarn and excise duty on cloth manufactured from the same yarn and 
consequently incur losses on their annual working. One of the weaving mills has 
already under these circumstances closed down and has gone into liquidation during 
the last year and if no relief is afforded to suoh mills the condition of others would 
be very serious. 

With a view to placing before the Honourable Member for Commerce the attitude of 
the Bombay and Ahmedabad Millowners’ Associations on this question I had quoted in 
my previous letters favourable references from their reports in order to make out a strong 
and clear case for this roquest. I further beg to enclose herewith a copy of my evidence 
before the Indian Fiscal Commission as a representative of tho Ahmedabad Millowners’ 
Association and invite your attention to pages 6 and 7 where I have stated : “ I have to 
pay duty on English yarn which I am importing on the one side and on the other side 
I have to pay 7 J per cent, ad valorem duty on ray finished produot. I have to pay on 
the whole 12J per cent, and the other mills whioh are woaving from local yarn have to 
pay according to a particular kind of sohed,ule, etc. ” 

In these oiroumstanccs, for all simple weaving sheds at whose instance I have 
approached the Honourable the Commerce Member for the redress of this serious and 
continued grievance it will be a great relief if ho will be kind enough to refund the duty 
at least on cop yams to them on the lines on which duty for salt used for industrial purposes 
is refunded to mills and factories. The agents of these weaving sheds will also be glad 
to send a deputation, if necessary, to discuss this matter with the Honourable Sir Charles 
Innes. 

( VI) Letter dated 25th September 1925 from the Commerce Department, Government 

of India 

I am directed to refer to the correspondence ending with your letter dated the 6th 
September 1925, on the above subject, and to say that the Government of India regret 
that they are unable to reconsider the decision oonveyed to you in this Department letter 
No. 281-T,, dated the 24th April 1924, 
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Witness No. 84 

Mr. G. I. PATEL, AHMEDABAD 


Oral Evidence recorded at Ahmedabad on the 15th September 1926 

President .—I understand that you appear before us now not as Honorary Secre¬ 
tary to the Ahmedabad Millowners' Association, but as representing seven mills 
in Ahmedabad which have no spindles. 

A. Yes. 

Q. Your mill is the Raipur Mill? 

A. No, the Ahmedabad Fine Mills. 

Q. I find that the Ahmedabad Fine Mills has 226 looms, the Shri Eamkrishna 
has 372 looms, the Shri Vivekanand Mills 224 loomB, and the Himabhai Manufac¬ 
turing Company, 376 looms; I cannot find the Shri Laxmi Weaving and Manu¬ 
facturing Company in the Millowners' Association’s list. 

A. That was previously the Swadeshi Felt Cap Company. That has been pur¬ 
chased and it is re-named the Laxmi Mills and the new man has pnt up several 
new looms. 

Q. How many looms has it got? 

A. About 200. 

Q. But he has not installed any spindles? 

A. No. 

Q. That is rather optimistic. The Raipur Mills have 190 looms and the Ahmed¬ 
abad Jupiter Spinning, Weaving and Manufacturing Company, 388. We shall be 
Interested to know how you reconcile your views in your present capacity with 
thoso expressed in another capacity. The Ahmedabad Millowners’ Association have 
advocated a duty on all counts below 60s. They have also maintained that the 11 
per cent, protection on cloth has been of no use to the industry whatever. Pre¬ 
sumably therefore the 5 per cent, duty on yarn had a still smaller protective effect, 
but now you argue that the 6 per cent, duty on imported yarn is a distinct burden 
on these mills. 

A. Yes; my suggestion is that duty on imported yarn should be increased on 
all counts below 40s and that it be abolished or reduced on all finer counts which 
are manufactured to a very small extent by the Indian mills or that these weaving 
mills be given a rebate as in the case of salt. 

Q. How are you ever going, on your own showing, to encourage the manufacture 
■of counts above 40s? 

A. That ie what the Association have said, that on all counts below 40s the 
import duty should be increased on cloth and yarn and that was afterwards extended 
up to counts of 60s. I have no objection to that. On behalf of these weaving 
mills also I go to the limit of having a smaller duty or no duty at all on yarns of 
•counts above 60s. 

Q. What are the majority of these mills using? 

A. 60s and 70s, 60s and 80s and 80s and 100 b. So we are nearer the limit 
that has been prescribed by the Association. 

Q. You are now willing to fix the line at 60s? 

A. Yes. 

Q. Do you consider that the small mills like these without spindles and a very 
small number of looms can be considered economical and efficient? 

A. Of course iu Ahmedabad previously when the mills were started they were 
on a small basis. Some of the mills, for example, the Eamkrishna and the Hima¬ 
bhai, stood fairly well for all these years. 

Q. Are they standing fairly well to-day? 

A. Not to the extent at which they stood previously. 

Q. Is that true of all the mills? 

A. Comparatively they are now below the previous level. 

Q. It comes to this that you do not ask for protection; what you ask for is the 
removal of protection? 

A. It is a help to the mills which suffer very badly beyond certain counts, 
’because yam is a raw material to them as cotton is to other mills. 

Q. Have you worked out what the rate of rebate would be? 

A. The poundage of yam is shown in every statement of annual consumption 
with regard to every mill and from that the average might be struck off. 



Q. If you struck it off, let us see what it would amount to. It is not much 
use asking for something unless you know exactly what it is going to cost. You 
have to work out in two ways. You now say you will be content with protection 
above 60s. 

A. It would be Rs. 2,00,000 every year. That is the saving in duty over all 
these mills. 

Q. If a rebate is given you, it seems a little difficult to see why it should not 
be given to the handloom industry and then you open up a largel question. After 
all, these yarns above 60s are largely used in the handloom industry. 

A. That is for the Board to consider and not for me. 

Q. It is also for you to consider because you have to consider the possible effect 
in ail directions. 

A. If the duty is removed on all yarns beyond 60s. I would not object. 

Haja Hart Ktshan Haul.—Are there any mills which spin lower counts, but 
import higher counts and weave from them? 

A. Hardly any because the mills are mostly installed with their own spindles 
and they have sufficient yam to consume. 

Q. For the coarser cloth? 

A. Yes, and some of them have also surplus yarn which they reel and send 
out. 

Q. Are there any mills which spin finer counts and at the same time weave 
coarse cloth? 

A. Those mills which have weaving machinery cannot spin their yarn. 

Q. Those who have both weaving and spinning? 

A. Hardly any. If finer counts are paying to them at certain periods they 
may import to some extent but that is a very rare and far fetched case. 

Q. Because if there are any such mills and I believe there are some—the rebate 
would have been extended to them as well. 

A. I do not think any mills arc doing it except in solitary and very rare cases. 
This is hardly possible. 

Q. You ordinarily spin up to 30s or sometimes 40s. But there are many mills 
which are spinning yarn up to 50s which you import. 

A. I have no spinning department. 

Q. Those which have spinning departments could not spin 60s and 40s? 

A. There are only two mills hero, the Calico and the New Textile. These have 
along with coarser, finer yarn spindles. 

Q. And they are themselves weaving finer counts? 

A. They themselves are weaving all their counts including 60s and 70s. The 
Calico is also weaving 80s and 100s. They spin their yam and they weave. 

Q. You do not think there are uuy mills to speak of which import yarn] as well 
as spin yam? 

A. I do not think so. I told you already that, in exceptional cases, when there 
is a high and abnormal margin possibly some mills may think of importing and 
weaving a few bales. But this is hardly possible. 

Q. Ho you consider it economical to import yarn and weave it here instead of 
spinning it? Can you compete with Lancashire by importing yam from there and 
weaving it? 

A. We used to compete with it for many years. 

Q. Is it on account of lower wages? 

A. It is one of the factors and our cost on the total consideration may pay us 
something in weaving from those yarns. 

Q. Because their labour is more expensive? Their overhead charges must be 
less. 

A. I would take it from the other point. If we weave from coarser counts by 
getting yam from locali mills we have to stand competition with those spinning and 
weaving mills. There is no chance of making any profit by getting coarser yarn. 
There is some margin and at certain periods the margin may be reasonable by 
importing finer counts and producing cloth from them. 

Q. You simply save on cheap labour, because ordinarily you will not be able 
to save on the price of cotton? 

A. At least we may sometimes save in the purobase of yam at a particular 
time. 

Q. But your chief advantage is cheap labour and if on this basis you do not 
make sufficient profit there will not be much reason to complain? 

A. Not in that case. 
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Q. So that, in the case of these weaving establishments, if there is a depression 
because of this margin being very narrow there should not be much cause to com¬ 
plain. For after all you are importing yarn from Lancashire. 

A. But if the raw material is taxed they have got a reasonable grievance. 
The yarn works out as a raw material to such millB and according to the Fiscal 
Commission partly manufactured articles which work sb raw materials to Borne 
industries must have some preference. 

Q. But your argument is this. It is exactly opposite to the other argument. 
The Millowners’ Association want protection because the margin between the 
cost price and the selling price is not sufficient. They want to keep out foreign 
goods and to reduce competition. Yon want a rebate here to reduce your cOBt 
of production in order that you may be able to import goods from foreign 
countries. 

A. On higher counts; that is the main difference. I do not contradict the 
Association’s demand. 

Q. They are two opposite grounds. 

A. The Association has confined itself to 40s and below in their written state¬ 
ment and in theiii oral evidence they went to 60s. I still maintain that limit of 
40s and subject to that I go higher than that limit. 

Mr. Stibba Rao. —You say “ those that import raw material for the bona fide 
purpose of the manufacture of cloth ” and so on. For what other purpose is yarn 
imported 1 

A. For selling purposes also. Suppose yarn is imported by a merchant for 
Belling it to another merchant who sells it to a third merchant. Thus there may 
be selling of yarn also among the merchants. 

Q. Ultimately it haB to bo woven into cloth. 

A. By mills or by some other people. 

Q. Therefore you want to give a special encouragement to direct purchasers 
and not to those who unfortunately have got to buy through dealers? 

A- Because we are manufacturers and I understand from paBt precedents that 

those who consumed large quantities as manufacturers were given concessions in 

certain forma, as for example, when stores wero imported previously there was 
exemption to the mills. 

Q- It is not because of large purchases, because of their use as raw material. 
Now in the case of yam don’t you think the handlnom weaver is, compared with 
you, at a greater disadvantage? Why do yon want to get a rebate and let that 
man go without it because- he lias to buy from a dealer? 

A. I would support handloom people beyond 60s. 

Q. You are in the first instance for the abolition of the duty? 

A. Yes and if that is not possible then let a rebate be given as it was given 

in other cases of salt and stores. 

Q. It would be more logical if you abolish the duty beyond 60s and not ask for 
any special treatment for those weaving establishments. 

A. That is an. alternative. 

Q. Which would you put first? 

A. I would put my own first because there comes the question of Government 
revenue. 

Q. After all the import of yarn above 60s is small. 

A. But in the other case the amount would be larger that is if you abolish the 
duty. 

Q. The total amount of yam above 50 b is 2 million lbs. and the interest of the 
handloom weavers is quite as important as that of the few weaving establishments. 
You are not opposed to that? 

A. No, beyond those counts. 

Mr. Majmudar .—Which qualities do you manufacture out of this yarn? 

A. Dhoties, sarees, shirtings, mulls. 

Q. Do the handlooms manufacture the same qualities? 

A. I think they manufacture them in Calcutta and some other places. 

Q. Do you export cloth to Calcutta? 

A. Yes, whenever there is a favourable market and there we have competition 
from the Japanese people in the same sorts. 

Q. And you come in competition with English goods also? 

A, Yes. 

Q. If you are coming in competition with the handloom industry, is it not fair 
that if the duty is taken away, it should be taken away for both? 

A. We are not coming in direct competition with handloom sorts. Our sorts 
are different. For Oalcutta we manufacture with size. For Bombay we manufac¬ 
ture bleached saris and dhoties. I do not think that han dloo m people are 
mo T 422—27 
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manufacturing goods with size as we are manufacturing for Calcutta 4 jple. 
That is in extremely fine counts. 

Q. So your contention is that so far as the handloom industry is concerned you 
do not come in competition with it. 

A. Certainly not. 

Q. I find from this statement that some mills are able to make good profits. 

A. Yes only in two cases. Out of seven, two are making fair profits and there 
too in the first the original capital was greatly reduced, while in the other they 
have built up large reserves during boom periods. The comparative statement will 
show the variation in the figures of profits of each mill. 

Q. At present yon are not able to make any profit? 

A. No, not at present. 

Q. I do not think you have ■. ever compared the cost of production here with the 
.cost of production of English manufacturers? You had no chance to do so? 

A. We have no figures of cost for English production. 

Q. Are the English goods sold at a lower rate than the goods manufactured by 
you? 

A. Some of the sorts are sold at ft lower rate, because they have got a protection 
of- 12£ per cent, owing to exchange. 

Q. Is there internal competition in these goods? 

A. There may be among the mills that manufacture these sorts—I mean the 
weaving sheds mostly. 

Q. You are not able to get yonr price due to that or due to the English manu¬ 
facturers selling at a low price? 

A. Both. 

President.— Is that not much less competition now from the English manu 
facturers than there was two years ago when they had not the advantage of the 
12J per cent, exchange of which you speak? Have not the imports from the 
United Kingdom gone down? 

A. But the mills which I represent are practically manufacturing the finer BortB 
which are mainly being imported from England. 

Q. Not being imported to the same extent as they were? 

A. That may be for the whole total. But at least the sorts which we receive 
from England are competing with the sorts which these weaving shedB manufac¬ 
ture from imported yam. 

Q. The competition cannot be as keen as it used to be because there has been 
a great falling off in British imports? 

A. I do not. subscribo to that. 

Mr. Majmudar .—Have you tried to manufacture these qualities from yarn manu¬ 
factured in India? 

A. We cannot get suitable yarn in India as we get in England. It is not 
possible to get finer yarns from any of these local mills in the form in which it can 
be had from England. In England they are wound on a paper tube. We have 
tried such yam once or twice through the Bombay mills but that was most unsatis¬ 
factory. 

Q. So you think there is no other alternative for you? There is no chance of 
your making profits except if the duty is taken off? 

A. Or if the import duty on all cloth imported into India is increased to a high 
figure. We would not care to have any rebate on yarns provided wo get protection 
by having a high import duty on all cloth imported into India. 

Q. Tt is not possible to reduce your cost of production in any way? 

A. It is not possible. 

Q. How many looms is each weaver minding? 

A. Two looms. 

Q. In the case of fine counts in England the number of looms which each 
weaver minds is greater. Could you not try the same? 

A. In my opinion it would, be very difficult here because the number of threads 
in a finer piece is greater than the number of threads in a coarser piece and 
therefore the weaver has to be very mindful for even a small chira or damage. 

Q. But tho weft cop lasts longer in the case of the fine count than in the case 
of the coarser. So the cop has not to be changed so often and therefore it onght 
to be possible for a weaver to mind more looms than in the case of the coarser 
counts ? 

A. Our experience is quite the contrary. 

Q. Is that because of bad warp? 

A. If a weaver is given more than two looms in fine count it is impossible t# 
get the same production and the same quality. 
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Q. Have you compared your production with that of the handloom? Do yon 
■stand to gain by working power looms as against the handloom? 

A. If you compare the total cost of a handloom and a power loom including all 
■expenses T think there would be some variation. But I do not know how much it 
will be. If the variation is very great we would be making very high profits, but 
that is not the case. * 

Q. In the case of fine counts you are obliged to run the looms at a low 
speed. With a high wage to the weaver and all the preparatory expenses, it 
may happen that your cost of production may work out to such a figure that 
the handloom weaver might very easily compete with you in spite of the fact 
that his production would be lower, because your production in the case of fine 
counts due to the slow speed of the machinery may not be very high as com¬ 
pared to the production of the handloom. 

A. In finer counts we have to produce such sortB which have complicated borders 
and fancy designs and there are no breakages. 

Q. So on the whole it appears that there is no particular reason why the power 
looms for fine count weaving should be encouraged at the expense of the handloom 
industry ? 

A. I do not aav at the expense of the handloom industry. I have already said 
on certain counts you should give protection to both. Secondly by raising the 
import duty on all cloth you give protection to all handlooms and power looms in 
the country. 

Q. You have not tried giving a weaver four looms? 

A. We have tried, but we have not been successful. 

Q. You have not tried automatic looms? 

A. We are working some dropbox looms. But we have not tried any automatic 
looms. 

President .—I do not quite understand the point of the second paragraph of your 
letter to the Secretary to the Government of India, Commerce Department, in 
which you say “ I have to pay duty on English yam which I am importing on the 
one side and on the other side I have to pay 7J per cent, ad valorem duty on my 
finished product "? 

A. That was when the excise duty was levied on mills. 

Q. How do you work that? ' - 

A. The system of assessing production in Abmedabad mills was quite different. 
If in a Bombay mill a sized piece of 6 pounds was assessed at a certain value in 
the Ahmedabad mills the same piece with less yarn was assessed at the same 
rate. 

Q. So put shortly what you meant was that the 3} per cent, excise duty worked 
out to per cent, on your fine stuff? 

A. And to the extent of four per cent, on the coarser stuff produced in Ahmed¬ 
abad. I will explain further that in bleached sorts we had to pay ad valorem, 
and" we were manufacturing mostly all bleached sorts. Therefore the incidence 
was higher in bleached sorts. 

Q. That refers to days gone by. You are now getting an advantage of 7| per 
cent, which you had not at this time last year. 

A. But it is a common advantage with all the other mills. 

Q. You get 3J- per cent, more than they on your own showing. 

A. Then our profits will show that next year. 

Q. I hope so. I am only arguing from your own figures. You had some 
correspondence with the Government of India on this subject and they referred 
you to a. letter of 1924. Did they give you any reasons for turning down your 
request or did they just turn it down without reasons? 

A. They said that they were unable to accede to the request contained in the 
memorial forwarded by us. That was the letter of the 24th April 1924. 

Raja Hari Kishan Kaul .—You are asking for protection on yam which you 
import from England and manufacture here? 

A. Or I am asking for protection on all cloth imported into this country. That 
is the first thing that I would ask for. If the duty on all imported cloth is 
increased I ask for no protection. It is protection for the whole industry and I am 
included in it. 

Q. Then you give up your case for the weaving Bheds? 

A. Of course if the cloth competing against me is highly taxed naturally my 
margin would be a little better. I would not ask for a separate protection on yarn 
in that case. 

MO Y 422—27a 
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Witness No. 85 

THE FINE KNITTING CO., LTB., AHMEDABAD 

Written Statement dated Ahmedabad, 2nd September 1926 

I want to give you a brief history of my concern “ The Fine Knitting Company, 
Limited, Ahmedabad ”. In 1905, I read in a monthly journal- called the “ Economist ” 
that there might be a profit in establishing a hosiery factory in India. Though 
I had no idea at that time of what hosiery was, I took a fancy to it and began to find one 
who would feel the same about it as I did. By ohance I found one of my school friends 
Mr. Ratanchand Amichand of this plaeo who had a liking for such an industry. Then 
we enquired for a hose machine and bought one hand machine for making sooks and 
stockings. We worked the machine by our own hands and found that the working of 
knitted fabrics is an easy thing. Then we turned our minds to knitted undershirts 
which were then imported from Germany in large quantities. We came to know that 
there were small departments for making knitted undershirts in the Petit and Morarji 
Goeuldas Mills in Bombay. We went to Bombay to see the working of machines in those 
mills, where wo saw that they were not turning out such a fabric as was imported from 
Germany and whiohhad a good sale in the market. Thereupon we bought a world Directory 
and wrote letters to all the manufacturers of hosiery machinery in the world requesting 
them to send us their quotations and the samples of fabrics whioh can be made on those 
machines. From long correspondence and after many efforts wo found out that there 
were various kinds of machines turning out different qualities of fabrics. At last we 
selected French loop-wheel machines and ordered one machine for our trial. On receipt 
we studied its mechanism and working and turned out such samples as were 
being imported from Germany then, which cost ns Rs. 8,000 including all expenses to 
that date. Thereafter we started a limited concern named as The Fine Knitting 
Company, Ltd., and registered it on the 2nd September 1908 with an authorised capital 
of Rs. 1,30,000 divided into 1,000 ordinary shares of Rs. 125 each and 200 deferred 
shares of Rs. 25 each and appointed Messrs. Ratanchand Bnldovdas and Co. as managing 
agents and gave them rights to subscribe 100 deterred shares of Rs. 25 each, the dividend 
which they had to get as their remuneration for their services, out of above 200 deferred 
shares issued. As to the remaining 100 deferred shares the subscriber of 10 ordinary shares 
at a time had a right to subscribe one deferred share and bo they were divided into 
100 lots of 10 ordinary shares each. The net profit after deducting the depreciation 
at 2J per cent, on building and 6 per cent, on machinery was to be divided half and half 
betwocn ordinary shareholders and deferred shareholders and thus the agents’ firm 
had to get 25 per cent, of the net profit for their remuneration. Out of the above issue 
of capital, 810 ordinary and 181 deferred shares were subscribed in the beginning, out of 
which the agents’ firm had subscribed 360 ordinary and 136 deferred shares. As we had 
to train labourers for this industry we thought we could get a cheap labour in a village and 
so wc bought land in a villago Barejadi, the second railway station next to Ahmedabad 
on the Bombay side and got our faotory erected there, spending Rs. 1,779-15-0 in 
buying land, Rs. 25,156-7-10 in buildings and Rs. 37,237-2-10 in machinery, the total 
being Rs. 64,173-9-8 and at that time there was a paid up capital of Rs. 60,405. 
We began the working of the factory on the 1st January 1910 after making great efforts 
in training the labourers to work on the machines at an exorbitant cost. However we 
succeeded in turning out marketable qualities which had a good sale but prices realized 
did not give us a profit. As to the superiority of the quality of our articles, we have been 
awarded a silver medal in the Allahabad Exhibition in 1910, a gold medal in the Exhibition 
of Old Bombay at the time of Their Majesties’ Coronation in India in 1911-1912 and a 
gold medal in the Exhibition of Navsari by His Highness the Gaekwar of Baroda in 1912. 
Also the unsolicited review taken by the editor of the “ Textile Mercury ” which is published 
in Manchester in the issue dated the 18th October 1913, on page 311, enclosed herewith 
speaks highly for our qualities. Also the durability of our articles is such that people in 
many parts of India demand Barejadi Mill-mode articles. In spite of all these circum¬ 
stances being in our favour the statement of profit and loss enclosed show that we have 
failed in our efforts. From the balance sheet for the year ending 30th June 1916 enclosed 
you will see that Rs. 53,220-5-7 were lost out of the capital of Rs. 61,660 and the 
company was in debt and totally unable to carry on its business. Up to this time the 
agents’ firm had not got a single pie for their labour, their remuneration being on profit, 
and had to maintain themselves from their own pockets and they being of moderate means 
and their means being exhausted, they thought it wise to put the management of the 
affairs of the company in the hands of some man having good means and experience in 
selling these goods and thereupon they resigned as agents on the 18th May 1916 and the 
management of the affairs of the company was put in the hands of the new agents' firm 
styled B. Keshavlal and Co., one of the partners being Baldevdas V. Parikh who had 
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been one gf the partners of the late Agents’ firm. He was kept because ho was experienced 
in the working of the company. Another partner was Mr. Keshavlal Punjaram of Messrs. 
K. Punjaram Bhaiji ana Co., hosiery Merchants of Bombay, and one of Ihe larger importers 
of hosiery articles from Japan Owing to the state of the company at that time, the share¬ 
holders had to stipulate for 6| per cent, commission On the sales to the new managing 
agents for their remuneration. The chief reason of the bad state of the company was the 
keen competition with the Japanese goods. Now owing to circumstances resulting from 
the groat war, the company made profits up to 1919 but in 1920 they again began to feel 
keen competition with the Japanese goods and the profit began to decrease, and the 
company found it difficult, to compete with imported Japanese goons in manufacturing 
articles from imported hosiery yarns from England and so they decided to prepare yarn 
themselves here as hosiery yarns were not available in India. Thereupon the company 
raised their authorized capital from Rs. 1,30,000 to Rs. 11,70,000 but got only a paid up 
capital of Rs.' 5,41,360 ana installed a plant of 9,000 ring Rpindles making a capital debt 
of Rs. 5,50,000 and transferring their hosiery plant from Barejadi to Ahmedabad in 1923. 
Wo prepared special ^yarn for hosiery articles and you will see from the sample enclosed 
that it is in no way inferior to the imported Japanese articles of the same qualities but 
the price realized for the same is not remunerative as similar articles from Japan are 
sold very cheap. You will please see from the last balance sheet and the statement of 
profit and loss that the status of the company is day by day weakening and if not timely 
helped, this hard made industry will expire. 

You will kindly see from the statement showing the yearly value of cotton hosiery 
imported into British India from the different oountries during the five years ending 
31st March 1920 herewith enclosed that the value of imported hosiery from Japan was 
more than doubled in 1925-26 compared to 1921-22 and the majority of qualities are 
more than quadrupled a9 the prices of hosiery articles are cheaper by 50 per cent, now 
than they were in 1921. You will also see that, in 1925-26 nearly 80 per cent, of the total 
value of imported hosiery is from Japan and 2J per cent, only from United {Kingdom 
and 17i per cent, from other foreign oountries. 

You will also see from the general tariff of Japan received from His Imperial Japanese 
Majesty’s Consulate that if we were to exporo such articles as a sample enclosed weighing 
lbs. 4 8 oz. per dozen to Japan We would havo to pay Rs. 7-7-0 on one dozen of such arti¬ 
cles which has cost us Rs. 6-11-0 as import duty into Japan, the tariff rate being Yen 166 
for 100 kin, that is Rs. 219-12-0 for 132'5 lbs., the exchange rate being Rs. 132 for 100 
Yen and one kin being equal to 1 • 325 pounds (lbs.) and thus the Japanese hosiery manu¬ 
facturers are protected by 112J per cent, duty on „he imported articles. In this position 
a Japanese manufacturer oan make a profit on his whole production by selling certain 
portions of his production at a good profit for home consumption and by exporting the 
remaining portion at less than cost in order to maintain his unemployed brethren and 
to kill the industries of free trade countries like India with a hope that he will get good 
profit in future after killing those industries. 

Besides this protection, Japanese manufacturers have got advantages in longer hours 
in working, in intelligent labour, in shipping freights, facilities of banks and a benefioial 
exchange rate with India. As to longer hours of working in Japan and the failure to 
•observe the Convention adopted at Washington, the Bombay milloumers have amply 
and rightly explained this to you. 

As to intelligence of labour, it is a duty of the State to protect the work turned out 
by such unintelligent labour as in India as long as the means are not provided to give 
them free and compulsory education 

As to shipping freights, we railed three cases to Bombay by railway receipt 
No. B22395 on the very date when you kindly visited our factory here, measuring 
as under:— 

Case No. 451 23" x 25" X35" : 12{ cubic feet. 

Case No. 452 23" x26" X35" : 12} cubic feet. 

Case No. 453 23" x 25" X 39" : 15 cubic feet. 


Total 40 cubic feet. 1 shipping ton. 

They contained 91} dozen of articles No. 776 just similar to sample No. 778 enclosed. 
They were invoiced for Rs. 594-12-0 the rate being Rs. 6-8-0 per dozen 30" size. 
The railway company weighed them and charged Rs. 11-10-0 freight for Bengalee 
rnaunda 8 10 seers at the rate of Rs, 1-6-6 per Bangalee maund for Carnao Bridge 
tation. 
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Had the same eases been shipped from Kobe (Japan) the charge would hare been 
Yen 11, i.e., Rs. 14-8-0 for the ton of 40 eubio feet being a slight difference of Rs. 2-14-0 
between Ahmeoabad to Bombay and from Kobe to Bombay. As to Calcutta and 
Madras, the shipping freights from Kobe to those ports are less than 11 Yen for 40 oubiu 
feet and the railway freight would have been Rs. 46-12-0 from Ahmedabad to Calcutta 
at the rate of Rs. 5-10-0 per maiind and Rs. 39-10-0 from Ahmedabad to Madras 
at the rate of Rs. 4-12-0 per maund. We have to sell our hosiery articles to the merchants 
of the ports as mofussil dealers in those articles buy from them on long credits which 
we cannot give. Even the dealers of Ahmedabad in these articles prefer to buy articles 
from Bombay merchants at some what enhanced rates for the facilities of long credits. 

As to the facilities of banks, there is no system in India to discount bills which are 
drawn by the sellers of goods and accepted by the buyerB of goods at two or three months 
sight to facilitate credits to enable the manufacturers to get cash from the banks by paying 
a small sum of discount for the sale of the goods and to enable the buyer to pay cash when 
the bought goods are sold to their customers. 

Under these circumstances, wo request you to recommend the Government of India 
to levy one hundred per cent, import duty on imported hosiery articles in order to protect 
Indian hosiery industry which is in its nascent state and we would at the same timo say 
that these percentages are not high looking to Japan and also looking to the protection 
given by the Government of India of 200 per cent, to the match industry whioh is also in 
a nasoent state. Also we beg to refute the argument that by protecting the industries, 
certain sections interested in these industries are benefited at the cost of consumers but 
when protection is given to an industry, many concerns spring up to manufacture those 
articles and make a healthy competition and the prices become normal in a few years. 
Moreover unemployment in the country is reduced to some extent and also the buying 
oapacity of a nation increases and no consumer can grudge a small profit to his home 
manufacturers. The Governments of the United States and Japan and other States 
in Europe and America hove brought their people to very prosperous states by protecting 
their home industries by raising high tariff walls. It iB the foremoBt duty of the Govern¬ 
ment to protect industries in their nascent state and even thB British Government which 
is known for its free-trade principle, has now imposed a high tariff on the import of 
artificial silk yam in order to protect the English artificial silk yam industry. 

I will try to send you a Japanoso artiolo similar to our sample enclosed with its original 
invoice in which it is priced if I can get it from one of the Bombay importing firms. 

As to shipping freights, now a days owing to fluctuations in the exchange rates, the 
Bombay importing firms buy their Japanese goods in rupees rates free harbour Bombay 
and in this oaso I am unable to show you the shipping frieghts in the original invoices and 
so I humbly request you to get this information officially regarding the shipping freights 
for hosiery articles from Kobe to Calcutta, to Madras, to Bombay and to Karachi from 
His Majesty’s British Embassy in Japan. 

I hope that my above stated facts will convince you that my hosiery industry is in 
need of being protected and so your recommendation to the Government of India to. 
that offeot will greatly oblige. 
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Annexure A 

The Fine Knitting Company, Limited, Ahmedabad 

Statement showing profit and loss, depreciation, dividends and agents' commission 
from the beginning of the company to 31st December 1923 


Year 

Profit less 
Depreciation 

Loss with 
Depreciation 

Deprecia 

tlon 


Dividends 

Agents' 

Commission 




Re. 

a. 

P- 

Its. a. 

P* 

Re. a. 

P* 

Rs. 

ft. 

p> 

Rs. 

a. 

P. 

July to 

June 1909-10 


2,038 

7 

2 

Nil. 


2,490 12 

4 

1,822 

8 

0 

NU. 



II 

1910-11 

.. 

100 

8 

9 

Nil. 


NU. 


NU. 



NU. 




1911-12 


Nil 



'10,106 18 

5 

NU. 


NU. 



Nil. 



It 

1912-13 


722 

14 

3 

Nil 


Nil. 


NU. 



NU. 



ft 

1918-14 


Nil. 



22,272 2 

2 

3,530 2 

7 

NU. 



NU. 



SI 

1914-15 


Nil . 



17,294 13 

5 

3,530 2 

7 

NU. 



NU. 



ft 

1916-16 


Nil. 



4,585 14 

9 

3,540 6 

7 

Nil. 



NU. 



July to 

December 1916.. 

6,209 

4 

8 

Nil. 


1,770 8 

0 

NU. 



3,611 

3 

3 

January to December 

1917 

39,865 

7 

2 

Nil. 


3,667 3 

6 

7,380 

0 

0 

12,148 

0 

a 


9 I 

1918 

25,077 

3 

7 

Nil. 


3,685 1 

4 

12,300 

0 

0 

13,269 

0 

0 


It 

1919 

34,470 

0 

2 

Nil. 


12,951 8 

7 

18,450 

0 

0 

11,682 

2 

0 



1920 

12,161 

14 

11 

Nil. 


5,488 9 

8 

12,000 

0 

0 

15,705 

0 

0 


,, 

1921 

25,010 

0 

n 

Nil. 


5,944 8 

6 

25,054 

0 

0 

19,781 

11 

0 


,, 

1922 

29,579 

4 

6 

Nil. 


6,599 8 

6 

29,150 

0 

0 

17,998 

0 

0 


It 

1923 

880 

0 

4 

Nil. 


7,281 10 

0 

NU. 



13,887 

10 

3 


It 

1921 

Nil. 



28,480 14 

7 

NU. 


NU. 



Nil. 




It 

1926 

185 

12 

11 

NU. 


NU. 


Nil. 



25,592 

11 

0 


Total .. 

1,76,516 

4 

11 

82,740 10 

4 

60,497 12 

9 

1,07,056 

8 

0 

1,33,575 

12 

0 
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Annexurk B 


Costing of the sample No. 778 enclosed 


Net Weight per one dozen 
Add 26 per oent. waste as under 
2 per cent, in winding and knitting. 

7 per cent, in bleaching. 

6 per cent, in cutting to shape and size. 
6 per cent, in sewing. 


Lbs. oz. Lbs. oz 
4 8 

1 2 

- 6 10 


20 per cent, on raw materials that is, 26 per cent, on finished 
articles. 

Cost of raw material yarn 20s. at Re. 0-11-0 per lb. being 6 lbs. and 10 oz. 

Winding and knitting labour per dozen 

Bleaching labour and materials per dozen 

Calendering labour per dozen 

Cutting labour per dozen 

Sewing labour per dozen 

Finishing labour per dozen 

Card board boxing labour and material per dozen 

Sen ing thread per dozen 

Needles and spare parts per dozen 

Steam and power per dozen 

Supervising and office per dozen 

Depreciation per dozen 

Taxes and general expenses per dozen .. 

Packing and forwarding charges per dozen 
Agents commission per dozen 


Total, per dozen . 

Costing of the sample No. 777 enclosed 

Net weight per dozen .. .. ,. ., . 

Add 25 per cent, waste 


lbs. 0—7| 'oz. more than No. 778. 


Cost price of No. 778 .. .. 

Cost of more yarn used lbs. 0—7J oz. at Re. 0-11-0 


Rs. a. p. 
3 14 0 
0 4 3 
0 6 0 
0 0 3 
0 0 6 
0 3 0 
0 1 0 
0 4 0 
0 3 0 
0 3 0 
0 4 0 
0 4 0 
0 2 0 
0 2 0 
0 2 0 
0 6 0 


6 11 0 


Lbs. oz. 

4 14 
1 3i 

6 li 


Rs. a. p. 

6 11 0 
0 6 0 


Cost price of No. 777 


7 0 0 
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Annf.ture 0 

Copy of a letter received from the Director of Industrie*, Bombay 
Reference your letter dated 30th July 1926. 

With reference to the above I enclose herewith a statement showing the yearly value 
of cotton hosiory imported into British Indiafrom different foreign countrios during tho 
five years ending 31st March 1926. As regards Japan I have to inform you that thoro 
is no uniform import duty on cotton hosiery goods imported into Japan. In some cases 
the duty is speoino and in some ad valorem. If you will, therefore, point out any parti¬ 
cular class of hosiery 1 shall be glad to ascertain the matter for you. 


Statement showing the values of hosiery imported into British / rulia from foreign 
countries during the five years ended 1925-26 


Countries whence imported 

1921-22 

1922-23 

1923-24 


Rs. 

Rs. 

Rs. 

United Kingdom 

Hongkong 

Germany 

China exclusive of Hongkong 

Japan 

Jnited States of America 

Kher countries 

4,42,601 

7,57,666 

2,23,770 

1,60,868 

45,13,207 

1,43,116 

1,07,559 

3.25,516 

5,76,429 

3,97,353 

1,20,779 

61,02,638 

1,71,042 

28,613 

3,60,883 

5,06,554 

4,82,877 

2,10,100 

74,90,086 

3,14,127 

30,788 

Total 

63.48,687 

80,22,370 

93,94,415 


Countries whenco imported 

1924-25 

1925 26 

— 






Rs. 

11s. 


United Kingdom 

Hongkong 

Germany 

China exclusive of Hongkong 

Japan 

United States of America 

Other countries 

3,62,556 

8,99,659 

6,41,288 

2,33,979 

85,55,455 

4,12,774 

86,508 

3.40.919 
9,87,642 

7.33.920 
2,31,476 

1,11,38,464 

5,64,945 

48,238 

2 • 4 per cent. 
7 

5 

1-6 „ 
793 „ 

4 

•7 „ 

Total 

1,11,92,219 

1,40,45,594 

100 „ 
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Annkxtjee D 

Copy of a teller from the. Japanese Consul at Bombay 

Jn compliance with your request of the 19th instant, we have tried to extract from the- 
import Tariff Schedule of Japan the rate of import duty on various kinds of hosiery as 
could be obtained therefrom. Please find the appended table of import duty on hosiery 
and acknowledge its receipt. 

General Tariff 


Names of the Articles 

Units 

Rate of Duty 





Yen. 

Note .— 4 The term Silk " in this 

group includes 



artificial silk’. 

Shirts, fronts, collars and cuffs 

. . 


100 kin 

134 00- 

Under shirts and drawer— 





1. Knittcds— 





A. Of cotton 



100 kin 

166-00 

B. Of wool or wool and cotton 



Ad valorem 

25 per oent 

C. Wholly or partly of silk 

. . 

, , 

Ad valorem 

50 per cent 

D. Other 

2. Other— 

-• 

•• 

Ad valorem 

25 per cent. 

A. Wholly or partly of silk 



Ad valorem 

50 per cent. 

B. Other .. 

• • 


Ad valorem 

35 per cent. 

Gloves— 





L Of cotton, of flax, of wool, of cotton and flax 



or of wool and cotton 

Jj'i a frTj svv 

ST?/ 

100 kin .. 

229 00 

2. Wholly or partly of silk 

t • 


100 kin 

040 00 

Stacking and Socks— 





1 Of cotton, of wool, or of wool and cotton 

Tfc -V 

100 kin 

232-00- 

2 Of flax or cotton and flax 

3. Wholly and partly of silk 

.. 


100 kin 

138 00 

r% ■ Jr!*: fir 

., 

Ad valorem 

50 per cent. 

4» Other .. 

Shawls, comforters and mufflers— 

1. Mufflers— 

• • 

• ■ 

Ad valorrm 

40 per cent.. 





A. Of silk 

■ ■ 


100 kin 

853-00 

B. Partly of silk .. 

■ • 

.. 

100 kin 

530 00 

C. Other .. 

, , 


Ad valorem 

40 per cent. 

2. Other— 




A. Of cotton, of flax, of China 

grass of 

wool 



or of wool and cotton 


. . 

100 kin 

159-00 

B. Of silk 

# . 


100 kin 

750 00 

0. Partly of silk excluding those combined 



with furs and feathers 



100 kin 

400 00 

D. Wholly of partly of furs and feathers 

, , 

Ad valorem 

50 per cents. 

E. Other .. 

• • 

• • 

Ad valorem 

40 per cent. 

Necties— 





L Wholly Dr partly of silk 

, . 

., 

1 kin 

11-40 

2, Other .. 

Trousers suspenders or braces— 

•* 

■■ 

1 kin .. 

3-56 

1. Wholly or partly of silk 

• . 

.. 

100 kin 

454 00 

2, Other 

. , 


100 kin 

102-00 

Sleeve suspenders, stocking suspenders and 

the 



like— 

1. Wholly or partly of silk 



Ad valorem 

50 per cent. 

2. Of metal .. 

. . 

, , 

Ad valorem 

40 per oent. 

3. Other 



100 kin 

178-00 

Shoe laces 

*• 

•• 

Ad valorem 

40 per cent. 


N.B .—1 kin: 1'325 pounds (lbs.). 
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Witness No. 85 

THE FINE KNITTING Co., Ltd., AHMEDABAD 

Oral Evidence of Mr. Baldevdas V. Parikh recorded at Bombay on the 
21st October 1926 

President. —You are here on behalf of the Fine Knitting Co., Ltd., of Ahmedabad, 
Mr. Parikh ? 

A. Yes. 

Q. I take it that you are a partner in the firm of the managing agents of the company ? 

A. Yes. 

Q. What is the name of the firm of managing agents ? 

A. Messrs. B. Keshavlal & Co. 

Q. Are you the original founder of this Fine Knitting Company ? 

A. I joined it at the very beginning. 

Q. The capital of your company is now about 5£ lakhs ? 

A. Yes; Rs. 5,41,360. And we have got a debt of 5| lakhs. 

Mr. Subba Rao. —You have only got half the money and the other half is borrowed,- 

A. Yes. 

President. —Have you studied the hosiery industry in the rest of India at all t 

A. No. 

Q. Are you aware of any of the facts about the industry ? 

Mr. Subba Rao. —Do you know if any of the other mills produce the articles which 
you produce ? 

A. Yes. 

President. —The point to which I wish to draw your special attention is the fact that 
in the evidence of another witness on this subject, Mr. Dalai of the Gujarat Hosiery 
Factory, he mentions that there are altogether 50 concerns in India which are manu. 
facturing hosiery of which 22 are in Bengal, 16 in Madras, 7 in Bombay, 1 in the Unite.! 
Provinces and 2 in the.Mysore State. 

A. Yes. There are. 

Q. You know nothing about any of these factories other than your own ? 

A. Yes. Of course I know the Gujarat Hosiery Factory. They are not doing 
better. 

Q. Is that purely a hosiery factory 1 It is not an ordinary mill with a hosiery factory ? 

A. It is only a hosiery factory. 

Q. What is the production of your mill per annum in pounds ? 

A. About 2 lakhs tbs. per year. 

Q. It cannot be 2 lakhs lbs. per year. The total production of hosiery in Ahmedabad 
is only 166,233 lbs. 

A. I talk of all woollen and cotton hosiery. 

Q. I want to know your production of hosiery in pounds. 

A. Fifty thousand dozens. 

Q. The total production in Ahmedabad for the last year was 44,204 dozens. 

A. Last year we had only 30,000 dozens. 

Q. How many pounds ? 

A. It may come to 150,000 lbs. 

Q. It can hardly be as high as that. You must have sent in returns to the Director- 
General of Commercial Intelligence on which the published statistics are based. 

A. I have not brought those figures with me. 

Q. When you come before us, surely it is desirable that you should bring the figures 
of your production with you, so that we can have some data on which to examineyour 
case. 

A. I can send them to you. 

Q, The point to whioh I wish to draw your special attention is that the total production 
of Hosiery in Bengal is 287,000 lbs. and 221,200 lbs. in Indian States whioh means 
apparently almost entirely Mysore, against only 160,000 lbs. in Ahmedabad but it is 
only you and Mr. Dalai who have applied for special protection for hosiery. 

A. We have applied. 
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Q. Yes ; you have applied. But you represent merely a fraction of the industry. 

A. Yes. 

Q. You know nothing about the conditions under which hosiery is manufactured 
anywhere but in Ahmedabad ? 

A. Yes. The Calcutta people made some representations six months ago—not to this 
Board but to the Government. 

Q. Would it not have been desirable that before putting forward this representation 
you should have endeavoured to ascertain something about the conditions in other parts 
of India ? When you are putting forward a special application on behalf of a special 
branoh of an industry, it seems desirable that you should know something about the 
■conditions under which the manufacture is carried ou in other parts of India. You have 
9,000 spindles ? 

A. Yes. 

Q. And how many knitting machines ? 

A. Forty-five knitting machines. 

Q. Is that the total extent of your hosiery machinery—16 machines ? 

A. No. 

•Q. What else? 

A. There are sewing machines, presses, etc. 

Q. And 9,000 spindles ? 

A. Yes. We use one.eighth of the production of our spindles. 

Q. What do you do with the rest ? 

A. We are selling in the market. 

Q. Then the production of hosiery is after ail only a very small part of your 
manufacture ? 

A. But the chief thing is hosiery. 

Q. How can it be the chief thing when you sell 7/8ths of your yarn in the market ? 

A. It is only working for two years now. We installed the plant in 1923. 

Q. What are the special features of hosiery yarn as opposed to ordinary yarn ? 

A. It requires very little twist and more strength. 

Q. About what counts are you using for your hosiery ? 

A. We are making 20s, 22s, 28s, 30s. Of course we are making 20s and 30s for onr 
hosiery purposes. 

Q. You use 20s and 30s for your hosiery ? 

A. Yes. 

Q. From what cotton ? 

A. We are using Llyalpur American, that is long stapled cotton, the yarn of 
which can remain strong though it is given less twist. The ratio of hosiery twist is 
to 3J x ^Required count turns per inoh. 

Q. There is nothing very special about the manufacture of hosiery yam ? 

A. There is speciality in keeping the twist very low. 

Q. But there is nothing to prevent any mill from manufacturing hosiery yarn ? 

Yes, if it can adopt special process and mixing. 

Q. I take it there is also nothing very special about the machinery for the manufacture 
of hosiery. It does not require any more expert knowledge to work it than a loom ? 

A. It requires some expert knowledge. 

Q. So does the loom. But do you require a special type of workmen to tend your 
knitting machine ? 

A. We need not call any expert from abroad. 

Q. Who are the work people who look after your knitting maohine ? 

A. In tho beginning I was looking to the knitting machine myself. I got a man trained 
and now he is looking to them. 

Q. Have you got one operative to eaoh machine ? 

A. Yes, one operative to eaoh maohine. 

Q, Does he require any special training ? 

A. Oh, yes. 

Q. What sort of special training ? 

A. For making designs. The labourer does not require so much skill. 

Q. What I want to know is whether he is more skilled and receives more pay than the 
ordinary operative on a loom. What pay does he get ? 

A. He is getting Rs. 36 per month. 
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Q. What does a weaver get ? 

A. Rs. 35 ; but there he is looking after 2 or 4 looms and this man is looking after one 
maohine only. 

Q. Is there any reason why he should not look after more than one machine ? Have you 
any idea of the number of knitting, machines the Japanese operative looks after ? 

A. I do not know. I have no experience of that. 

Q. The point at which the Board wishes to arrive, Mr. Parikh, is what are the special 
reasons whioh would justify hosiery receiving 100 per cent, protection ? 

A. It is in a nasoent state. 

Q. What is there nascent about it. As far as we oan gather, there is no spcoial 
technical process. Why have not the Bombay mills turned their attention to hosiery ? 

A. Because it was not paying. 

Q. Did they ever try to make it pay 1 

A. No. In cotton hosiery of course it never pays. 

Q. What is there specially to distinguish it from any other branch of the textile 
industry ? You might say coloured or bleached goods do not pay. Why should hosiery 
receive more protection any more than anything else ? 

A. It requires hand-work, and some intellect in giving shapes to each article in finishing 
processes. 

Q. There is nothing skilled about that.' Possibly the reason is so little advance has 
been made in the scale on which you attempt to manufacture it. The value of the imports 
of hosiery into India are 111 lakhs per annum ; and what you claim is that the oonsumer 
in India should pay another 100 lakhs or so for his goods in order to keep your 45 knitting 
machines alive. 

A. I do not talk only of my 45 knitting machines. If protection is given there will 
be many hosiery factories then. 

Q. Exactly. Then the Bombay mills would presumably take it up on a large soale and 
in that case how would you with your very limited resources on yoifl- own showing 
continue to exist 1 How is protection going to benefit you if it leads to the Bombay mills 
with far greater resources in every way turning their attention to hosiery which 
apparently at present can only be described as a cottage industry ? 

A. They will have.some profits. Now there is no profit in the cotton hosiery. But 
if there is protection they will make some profit and we will also make some profit. 

Q. But they will be able to undersell you to exactly the same or even greater extent than 
the Japanese are able to do at the moment. Would they not t 

A. No. 

Q. Why not ? 

A. Because in Bombay the labour charges are greater. 

Q. But their scale of production would undoubtedly be much greater than yours. 

A. Then we shall be able to increase our production also. 

Q. Have you any figures to show the prices at which the Japanese articles similar to 
yours are selling ? 

A. Yes ; I have sent in that statement. 

Q. It is not included in your printed evidence here. 

A. I sent you separately copy of a letter from Mr. T. 0. Mehta. This is the letter 
Annexure A. 

Q. Whioh of these compare with yours exaotly ? 

A. One thousand three hundred and ninety. 

Q. Your cost price is how much ? 

A. Rs. 7. 

Q. With which of your products does it compare ? 

A. Seven hundred and seventy-seven. I sent you the original price list. 

Q. We have not got it at the moment. 

A. I have also sent some Japanese samples. 

Q. When did you send them ? 

A. I have sent them on the 10th September 1926 by registered post. 

Q. At any rate the Japanese stuff is selling at Rs. 5-12-0 against your oost prioe of 
Rs. 7 ? 

A. Yes. 
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-Q. Is it exactly similar in all respects ? Have yon analysed it ? 

A. Yes. 

Q. Did yon discover what counts of yum it is made from ? 

A. Yes. 

Q. What 7 

A. 20 s. Ours is also from 20s. I do not know why they put so muoh duty on 
importations into Japan. 

Q. Possibly for the reasons for which you would like to impose them. You have no 
difficulty in getting suitable yam for hosiery manufacture because you manufacture 
your own yarn, I take it. 

A. Yes. 

Q. Mr. Dalai mentions that Japan has a fine type of maohine specially suited for 
manufacturing cheap goods. Do you know anything about that machine or arc you 
aware that yours is the latest typo of machine 7 What is the date of your knitting 
machine? 

A. We imported it in 1919-20. 

Q. Are you aware whether that is the latest pattern 7 
A. Yes. 

Q. Have you any idea of the knitt ing machines used in Japan ? 

A. Yes. 

Q. What type are they ? 

A. They are making their own machines there. T showed you on<fJapanese machine 
in my factory. They arc not better than these English or American machines. 

Q. They have no special advantage in regard of the type of the maohine, von 
consider 7 
A. No. 

Q. What about spare parts 7 You have to keep many of those ? 

A. Yes. We cannot get them from the bazaar. 

Q. How do you get your bleaching done T 
A. In our factory. 

Q. Hand bleaching ? 

A. Yes, by the bleaching powder. We have got washing machines. 

Q. Does hand bleaching give as good resulta as machine bleaching 7 
A. We are doing it in tanks. 

Q. As I said at the outset, I am not olear what advantages Japan has over India in the 
matter of hosiery that she has not in regard to cotton textile manufacture generally. 
How can you discriminate between hosiery and other branches of the industry 7 Mr. Dalai 
makes no efforts to do so and merely asks for 15 per cent, additional duty on the hosiery 
which is very nearly what the Millowners’ Association has asked for for the industry 
generally. 

A. They arc asking lor 15 per cent, generally. But when protection is to be given, 
it must- be given to the fullest extent, so that other capitalists may bo allured to come 
into the business. 

Q. But you have to explain what advantages Japan has in regard to the manufacture 
of hosiery which she has not got in regard to the manufacture of other yarn or piece-goods. 
What special advantages has she got in regard to the manufacture of hosiery which she 
has not got in regard to the manufacture of ootton goods gonerally 7 
A. There are no special advantages. 

Q. She has got no special advantages in regard to the manufacture of hosiery that she 
has not got generally. What I have been trying to get at is the reasons, if any, for special 
discrimination in regard to hosiery. 

A. It is one branoh. 

Q. Which has not yet been developed ? 

A. Yes. 

Q. Just one other point. You say that you have got to sell your hosiery articles to 
the merchants at the ports. 

A. Yes, because they are allowing long credits. 

Q. How can you hope to succeed if you started your concern with inadequate finance 
d how can you expect Government to come to your rescue 7 

A. That is why I have asked for banking facilities. There are no such banking facilities 
ro as in England, as I have mentioned. 
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Q. Yon say you have to sell to the merchants in the porta. I do not understand why 
you have to sell only to the merchants in ports. 

A. Hosiery merchants in mofussil are of very little means. All these persons are not 
•engaged in selling hosiery only. It is sold by sundry merchants. 

Q. But do you mean that you can only sell your hosieiy goods in Bombay, Calcutta 
and Madras because of this credit ? Is there no local market for them ? Is that what 
you mean ? 

A. Because more goods come from Japan and the merchants wish to come to 
Bombay to buy, to see the competition and other things. They generally come to 
Bombay. 

Q. But you say in another place that people in many parts of India demand your 
articles 

A. Yes, they are demanding. We are selling in Delhi and in Karachi, but only in these 
■cities and not in the mofussil. 

Q. On what terms do you sell there ? On cash terms ? 

A. Yes, we are giving on cash terms. 

Q. I do not follow your difficulties in regard to this system of credit. Have you got 
•a different system from the system which prevails in regard to piecegoods ? 

A. Yes, of course a different system. 

Q. Why is it a different system ? 

A. Because we have to send our goods to big cities. 

Q. The dealers in the big cities prefer to buy Japanese goods because of the credit 
they get ? 

A. They sell on credit. The bigger merchants always sell on credit. We cannot give 
credit. J 

Q. That is made up for in the price anyway. I do not understand how you are at a 
greater disadvantage than the mills which are selling piece-goods in competition with 
Japan in this particular point ? 

A. Because, the merohauts in mofussil who are selling hosiery are always sundry 
merchants, petty merchants. They are not big merchants. 

Q. If you were able to give them long credit what effect will that have 1 

A. Then they can buy from ue. 

Mr. Subba Rao .—Do you at all sell your goods in Bengal ? Bengal is a good market as 
you know for underwear ? 

A. The railway freight comes in our way. 

Q. That is the difficulty ? 

A. Yes. 

Q. I want to understand more fully your financial difficulties. You said that the 
•dealers in Bombay are able to give the buyers upeountry long credit. Will you tell me 
for what period they give credit ? 

A. The Bombay merchants sell to the mofussil merchants goods on three or four 
months’ credit. 

Q. Please explain the transaction. 

A. They are not dealing through banks. They are sending huudis. 

Q. Who are sending ? 

A. Upoountry merchants. 

Q. The upeountry dealer gets goods from the Bombay merchants without paying for 
those goods immediately ? 

A. Yes. 

Q. And these goods are not sent through a bank, but to the buyer directly ? 

A. Yes. 

Q. The buyer within a limited time, when he has got his own funds, will be able to 
send the hundi in favour of his oreditor ? How long is the period ? 

A. Three to four months. 

Q. And in your case you would not bo able to sell directly and lock up your funds for two 
or three months ? 

A. Yes. 

President. —Is this system of credit peculiar to the hosiery trade ? 

A. Yes. 
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Mr. Subba Rao. —Bo you mean to say that the dealers in Bombay who might be selling 
also piece-goods do not give equally long credit when they sell piece-goods ? 

A. Not for piece-goods. 

Q. Only for hosiery ? 

A. Yes. It is a different market here. It is not related in any way to textiles. 

Q. You say a different market ? The people who deal in hosiery in Bombay are not 
the same group of merchants that deal in piece-goods V They deal entirely in hosiery ? 

A. Yes, entirely in hosiery. 

Q. Is it entirely local hosiery or also imported hosiery ? 

A. For the most part imported hosiery. 

Q. They give long credit whether it be for the local product or imported hosiery ? 

A. Yes* 

Q. In that case your drawback is you cannot sell directly ? 

A. Yes, we cannot sell direotly. There is the middleman's profit. 

Q. You have got to sell through him and have to pay the commission ? 

A. And therefore the competition of the Japanese harms us because the imported.. 
Japanese hosiery comes to Bombay and ours also comps to Bombay. 

Q. You mean that the dealer finds that the Japanese goods will sell better because 
thev are lower in price ? 

A- Yes. 

Q. When he puts your goods and the Japanese goods on the market he finds it easier 
to sell Japanese goods than yours ? 

A. Yes. 

Q. You suggest there is no system in India to discount bilis which are drawn by the 
sellers of goods and acoepted by the buyers of goods at two or three months. Of course 
you are referring to the English system. 

A. In England it is 90 days. 

Q. Suppose the same thing were done here, would not any bank discount those bills ? 

A. They are not discounting for the present. I asked the Central Bank. I am giving 
30 days’ credit to Amritsar merchants. I requested the Central Bank but they did not 
do it. 

Q. You offered to give them the bill along with the papers 

A. Yes. 

Q. And they would not discount it ? 

A. No. 

Q. On any terms ? 

A. No. That is not the system here they say. They do not buy trade bills. 

Q. But surely there must be a certain amount of trade in trade bills in our country. 
I do not think I understand you quite. They are not prepared to give you the money 
in advance before the other party dears the goods and pays. It is not that they object 
to trade bills as sueb. They will ask you to wait till the other party not merely accepts 
the bill but also pays the bill ? 

A. Yes. 

Q. Therefore from your point of view thore iB no advantage in drawing a bill if you 
have got to wait till the other party is able to find funds f 

A. Yes. 

Q. That applies only to hosiery trade ? 

A. That is not the system in India. 

Q. As I understand, the difficulty is not one confined to you but so to speak inherent in 
the present arrangements of the country in respect of trade finance ? 

A. Yes. 

Q. You speak of difference in labour in point of intelligence, between your labour and 
Japanese labour. You say that labour there iB intelligent ? 

A. I have not seen it, but I have heard they are attending to three or four machines. 
Our labour is attending only to one machine. 

Q. Is it a question of intelligence or lack of training or lack of will to work ? 

A. It is lack of ability. 

Q. Innate laok of ability 1 

A. Yes. 
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Q. Would it not be t strong argument against the industry if that be bo ? If labourers 
are by nature unfitted to do the same amount of work here as elsewhere won’t that mean 
a permanent competition from others whom you will not bo able to face 1 

A. Because they are not given such training. 

Q. .Therefore it is not that labour is unfit for such work. It is a question of training ? 
You believe if training is given, in course of time labour will improve. It is a question 
of will and training and not a question of innate fitness or unfitness ? 

A. That is so. 

Mr. Majmudar .—You have got separate profit and loss statements for ti e 
manufacture of yarn and for the manufacture of hosiery ? 

A. Not separate. 

Q. Could you say as to whether the hosiery department is paying or the yarn spinning 
department is paying ? 

A. Really speaking only tho woollen articles are paying to us, not cotton. We are 
making woollen articles. 

Q. What percentage of your manufacture is woollen 1 

A. We are making Rs. 2J lakhs worth woollen articles. 

Q. Out of a total of Rs. lakhs worth of output ? 

A. Yes. 

President .—Can you use the same machinery for both ? 

A. Yes, for wool and cotton. 

Mr. Majmvdar .—You are selling yam and you must have an ideals to whether you 
are making a profit in the sales of yarn 1 

A. We are not making a profit at this stage. 

Q. You are making a loss in the sales of yarn ? 

A. Yes. 

Q. If you take the total amount of yarn manufactured by you can you not find out 
what loss you have made ? 

A. Hosiery profits are not separated. 

Q. Could you not work out the loss in hosiery and the loss in yarn ? 

A. Last year we lost Rs. 50,000 in yarn. 

Q. How much was made up by hosiery ? Was the Rs. 50,000 recouped from 
hosiery ? 

A. By woollen hosiery. 

Q. Here you say that ‘ owing to circumstances resulting from the great war the 
Company made profits up to 1919 but in 1920 they again began to feel keen competition 
with the Japanese goods in manufacturing articles from imported hosiery yarns from 
England and so they decided to prepare yarn themselves as hosiery yarns were not 
available in India.’ 

A. Yes. 

Q. You could not get hosiery yarns from other mills ? 

A. They usually give the same yarn as they are selling in the market. They could not 
make specially for us. If we want 25 lbs. from England we can have it while we cannot 
from the Indian mills. We can import 25 lbs. from England. 

Q. If you look to your statement, even in 1920 your profit after allowing for depreciation/ 
has been about Rs. 12,000, and again it has gone up in 1921 and 1922. So it may be that 
the low profit in the year 1920 may be due to some other reason than the reason that yon 
have put forward ? 

A. No other reason. 

Q. If you look to the statement of the Millowners’ Association you will find that in 
the year 1919-20 there were very wide fluctuations in the price of yarn. If you see th» 
prices in the year 1919 you will find annas 20, 23, 25 and 25f and then in 1920 you find 
26,26, etc,.and then when we come to the end of 1920 the prices in December are 20 annas. 
So there has been a very big drop in the price of yarn t 

A. Yes, s 

Q. If is probable that you had big contracts for yarn or you were holding stocks in 
yam or that the fall in prioes affected your sales and that you were not making any 
profit. It was a very exceptional year. 

A. But in 1921-22 the profits are not as much as in 1918-19. 

mo v 422—28 
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Q. Your profits in 1921 were Rs. 25,000 and in 1922 you went up to Rs. 29,000, 
even more than in 1921 and more than in 1918. 

A. Before, we were making cotton hosiery. Then we turned to woollen hosiery. 

Q. When was that? 

A. In 1921. 

Q. In 1921 you turned to woollen hosiery ? 

A. When the cotton hosiery did not pay we turned to woollen. 

<}. So since 1921 your profits are due to woollen hosiery and not to cotton hosiery ? 

A. Yes. 

Q. Then you say 1 owing to the state of the company at the time the shareholders had 
to stipulate for 6 J per cent, commission on the sales to the new Managing Agents for their 
remuneration.’ 

A. Yes. 

Q. Is that about yarn and hosiery or only for hosiery ? 

A. Only for hosiery at that time, because we top not making yam at that time. 
But when we installed this plant and increased our capital it was stated that on 10 lakhs 
worth of sales we are to get 01 and above 10 lakhs at the rate of 4| per cent. 

Q. According to the balance sheet for 1925, the sales are about 12 lakhs. According 
4:0 you for the first 10 lakhs they ought to have got at the rate of 6J per cent. Rs. 65,000 
as agents’ commission, whereas here you have mentioned Rs. 25,592 as the agents ’ 
commission. 

A. The Agents company left off 2/3rds of commission and took only l/3rd of it. 

Q. In the boom years 1918, 1919 and 1920 you distributed Rs. 12,000, Rs. 18,000 and 
Rs. 12,000 as dividend; whereas in 1921 and 1922 when the boom period bad passed 
off, you distributed as dividend Rs. 20,000 and Rs. 29,000 ? 

A. We had first losses and we had to carry some to the loss account. In 1915-16 
there was loss amounting to about Rs. 53,000. 

President. —Mr. Majmudar is not referring to that, Mr. Parikh. What he wants to 
know is why in 1921 and 1922 you paid away the whole of your profits in dividend. You 
made a very small provision for depreciation and paid away the whole of your profits 
in dividends. 

A. This sum we had to pay because we had some calls of new capital and we had also 
paid dividends on these calls. 

Q. I do not follow. 

A. When we increased the capital to 11 lakhs of rupees and then 5 lakhs were subscribed 
newiy, of course we had to pay some dividend on these new oalls. 

Q. But why ? In order to get the people to pay up their calls? You declared 
dividends in order to persuade people to pay up their calls ? Is that tho point ? 

A. Yes, Sir. We paid dividends on those calls. 

Mr. Subba Rao .—On the calls which have been paid or to indnee calls being paid. 

A. On the calls that have been paid. 

President. —And even so was that sufficient justification for paying away the whole 
■of your profits in dividend ? Do you consider that that was sufficient justification for 
paying away more than your profits in one case ? 

A. We paid only 6 per oent. in that case. 

Q. But you have paid the whole of your profits. Is that sound finance ? 

(There was no answer.) 

Q. On what system have you been making provision for depreciation, Mr. Parikh ? 
I do not quite follow what these amounts are supposed to represent. In 1921 for instance 
jyou made a provision of Rs. 6,000. On what basis was that estimated ? 

A. Five per cent, on machinery and per cent, on buildings. 

Q. What were your machinery and buildings worth ? 

A. At that time ? 

<3. Yes. Roughly ? 

A. Rs. 36,693 for building and Rs. l,01,674for machinery 

<3- A lakh and a half for buildings and machinery ? 

A. Yes. 
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Q. Two and a half per cent, on buildings is about Rs. 900 and for machinery it is 
Rs. 5,000. 

A. Yes. 

Q. Where is the rest of your capital ? When did you put in these new spindles } 

A. In 1923. 

Q. You have not been able to make any provision for depreciation since you put them 
in ? 

A. No. 

Q. What did they cost you—these 9,000 spindleB ? 

A. Six and a half lakhs for spindles and 2£ lakhs for buildingB. 

Q. Probably you would have been better off if you had kept your hosiery machinery 
and had not put in the spindles ? Is it tho loss on the spinning machinery which is 
pulling you down, or on hosiery ? You made a profit of Rs. 185 last year. 

A. We lost Rs. 50,000 in spinning ; we gained so much on hosiery. 

Q. How much of it did you gain from woollen hosiery and how much from cotton . 

A. We are not getting anything from cotton hosiery. We are getting everything 
from woollen hosiery. 

Q. Why don’t you stop your spindles and keep yourself on hosiery only ? 

A. We shall have to pay interest if we stop. 

Q. That would be better than losing Rs. 50,000 f 

A. It will amount to more loss then. 

Q. The point seems to be that a mill like yours whioh has only 9,000 spindles has no 
hope of paying in these days. You are actually making a profit on hosiery. Are you 
not ? 

A. We are making a profit on woollen hosiery. 

Q. You are actually making a profit on your hosiery branch ? 

A. Yes. 

Q. You mentioned about the Japanese imports of hosiery. Are those of woollen 
or of cotton hosiery '< 

A. Only cotton hosiery. 

Q. When you send your returns of hosiery to the Direotor General of Commercial 
Irttelligenco, the returns on which the monthly returns of spinning and weaving of mills 
are based, do you separate your woollen from cotton hosiery ? 

A. No. 

Q. Then the figures of production of cotton hosiery in India are absolutely unreliable. 
Is that not so ? As far as our enquiry is concerned, the figures are absolutely unreliable 
because they include both woollen and ootton hosiery. 

A. But I can give you the figures separately for cotton hosiery. 

Q. But when you are sending returns to the Government you are not doing it. I am 
not blaming you in any way, Mr. Parikh. Please don’t think that for a moment. I am 
not aoousing you of sending incorrect returns. I am only referring to it so that we 
can have the matter put right. My point is that when you send in your returns to the 
Government you include both woollen and cotton goods and they are shown in all the 
ootton returns as production of hosiery although two-thirds in value of your stuff is made 
of wool. 

A. We are making returns for cotton hosiery and I can give you the figures. 

Q. But two-thirds of your production is woollen, is it not f Two and a half iakhs 
out of 4 lakhs. That is, roughly |ths of your production is woollen hosiery. 

A. Yes, in value. 

Q. But it is included in the Government returns as cotton. 

A. Yes. 

Q. And thatseems to be incorrect. Will you let us have figures of your exact produc¬ 
tion for last year for ootton and woollen goods in pounds ? 

A- Yes. 

Q. You make both under-wear, socks and stockings I think f 

A. We are not making socks and stockings, but purely under-wear and sweaters, 

Q. Why have you not gone in for socks and stockings ? 

A. It requires some more skill. 
mo Y 422—28a 
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Q. There cannot be very much difference between the machinery required for the 
one and for the other ! 

A. There is a difference. 

Q. Before you started this industry yon had no special experience other than what you 
picked up by literature on the subject. You did not actually visit any hosiery factories 
in other countries or in this country. Did yon f 

A. No, except that I visited tho Bombay factories of Morarji Goouldas and Petit. 

Mr. Majmudar .—When was that ? 

A. In 1908. 

Q. It was a very old pattern. 

A. Yes. That I have mentioned here. 

Q. Do you use artificial or spun silk 1 

A. No. 
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Annexuke A 

The latest quotations of the following qualities of undershirts are as follow :— 


Sample No. 

Quality No. 

Size 

c. i. f. 
Bombay 

2 

269 

26—30' 

Rs. a. p. 

4 6 0 

4 

269 

30—34' 

5 2 0 

10 

362 

30—34" 

9 4 0 

21 

1,390 

30—34" 

5 12 0 

33 

6,695 

30—34" 

6 0 0 

40 

250 

30—34" 

5 4 0 

49 

250 

18—26" 

3 6 0 

94 

220 

30—34" 

3 12 0 

93 

220 

28—32' 

3 8 0 

114 

4,444 

30—30" 

8 14 0 

116 

5,065 

34—36' 

17 8 0 

124 

112 

30—34" 

6 0 0 

130 

8,995 

30—34" 

0 12 0 

155 

101 

14—22" average 

2 4 0 

147 

5,555 

30—36' 

9 6 0 

20 

114 

30—34" 

8 0 0 


The exchange has been calculated at the rate of 133 for 30 days’ sight draft. 
Please let us know if the above rates are suitable to the Indian market or not. 
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Witness No. 86 


Mr. R. G. SHAH, AHMEDABAD 

Oral evidence recorded at Ahmedabad on 16th September 1026 

Presidents :—-Your profession is that of an auditor ? 

A. 1 am a certified auditor. 

Q. What service havo you got ? 

A. I graduated from the Sydenham College of Commerce and Economics, Bombay, ; 
1916. I was in the first batch. Then I apprenticed myself with a firm of auditors a 
Bombay for about three years, with Messrs. S. S. Engineer & Co. 

Q. They are one of the biggest firms of auditors in Bombay, I believe V 

A. In Bombay and Ahmedabad also. Mr. Engineer was also my professor at the 
Sydenham College. He used to lecture on the subjects of Accountancy and Auditing. 
I was apprenticed there for about three years and in 1919 1 was awarded a certificate by 
the Bombay Government entitling me to audit accounts of all sorts of limited companies. 
There are two kinds of certificates an auditor can get. I have got an unrestricted per¬ 
manent certificate that entitles me to audit the accounts of all sorts of limited companies 
throughout India. Again in 1920 I was awarded a certificate by the Baroda State to 
audit the accounts of limited companies floated in Baroda. At present I am the auditor 
of about 30 concerns in British India and about two dozon concerns in Baroda. I am the 
auditor of nearly 21 cotton mills in Ahmedabad and tlixee ginning firms and there are 
six miscellaneous companies. 

Q. Will you let us have a list of the mills you audit ? (Annexure A). 

I take it you are not related to any of the mill agents of these mills. 

A. I am related to two mill agents—Sheth Amritalal Damodardas and Sheth Balabhai 
Damodardas. They are two brothers who are my distant uncles. Sheth Amritalai 
manages the Ahmedabad New Cotton Mills, the Ahmedabad Laxmi Cotton Mills and the 
Ahmedabad Cotton Mill and Sheth Balabhai manages the Sarangpur Cotton and the Silver 
Gotton Mills. 

Q. I see that you audit all their mills with the exception of the Ahmedabad New Cotton 
Mills. 

A. I audit the New Cotton Mill also. 

Q. You audit their five mills ? 

A. Yes, Sir. 1 am not the sole auditor. There are two auditors in these mills. 

Q. You havo heard what has been said here during the last two or three days. Don't 
you consider that it would probably be better, to say the least of it, if you were not in 
any way concerned with the audit of the accounts of mills with the managing agents 
of whioh you are connected ? 

A. It is a mere accident that I happened to be a relative. 

Q. It may be an acoident but. 

A. I challenge anybody hero to show mo whether I have failed in my duties, i.e., 
whether I have been negligent or partial towards anybody. 

Q. Quite so. It is not a question of that. Nobody is casting any aspersion on 
your integrity. 1 am merely putting it to you whether it is not advisable that an auditc 
should be absolutely independent. 

A, I do not think so. Sir. I am absolutely independent and I can prove it. 

Q. It is a mattor of opinion. 

A. I will quote ono fact alone to prove it. This is one of the mills managed by my 
uncle. Here is a copy of the balance sheet of a cotton mill owned by my uncle. I have 
shown separately in the balance sheet the amounts withdrawn by them. That means 
I have not been partial with them, though it was not absolutely necessary for me to do so, 
I could have easily concealed that amount. 

Q. What do you mean by the amount w ithdrawn by them f 

A. Those managing agents have got shroff business in which at times the surplus funds 
of the company are put in. 

Q, The surplus funds of the company are invested ? 

A. Not all. It is called a current account. 
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Q. The point is that they have a shroff business as well as the managing agency business 
and they have invested some of their surplus funds in the shroff business, and "you have 
brought this to notice in the balance sheet ? 

A. Yes, Sir. This is simply to show that i have not been partial. 

Q. It is not a question of partiality. It is just a genera] question. 

A. Because, under the Companies Act we have to submit this balance sheet in a parti¬ 
cular form. That form requires that any sums due by the agents or directors cither 
severally or jointly should be shown separately. It has'been the policy with me to show 
such sums separately in the ease of all the mills wherein I am the auditor. Unfortunately, 
with some groups of mills which were referred to yesterday that was not the case—I 
mean the Whittle group. There the auditor had failed in his duty by not showing it. I 
am sure had he been vigilant this would not have occurred, of course to such a great 
extent. The same was the case with the Saraspur Mill group which was also referred 
to yesterday. There also the auditor did not show separately the amounts due by the 
directors or agents as required by the Companies Act. Now there are two sides to a 
balance sheet—liabilities and assets. On the assets side, wo have to show separately 
book debts—book debts which are considered good and those which are considered bad 
and doubtful. Here you will see that I have shown these doubtful debts also. In certain 
cases they are not shown separately, I mean in the case of the Whittle Mills as well as of 
the Saraspur Mills. They are simply put in a block without any differentiation. So 
we have to submit this balance sheet in a particular form required by the Companies Act. 
On the liabilities side the loans taken on mortgage should be shown separately. Mr. .Desai 
yesterday referred to a case of a certain mill in which a loan taken on mortgage was not 
shown in the mill account. Tn that case it so happened that the Company did not publish 
the balance sheet. I think the last balance sheet published by that company was for 
1922. The next balance sheet which was due for 1923 was not published till the company 
had gone into liquidation. That means a period of about two years. 

Q. Which company was that if 

A. I think it was the Whittle Mills. During that period of two years the managing 
agents may have taken a mortgage loan. But my submission is that if balance sheets 
are published six monthly then snoh cases will not arise because in that case every six 
months we have to submit the report. Also at the same time it should be made condi¬ 
tional that the balance sheet should be published within three months from the end of 
each half year. 

Q. I take it that the balance sheet is published yearly, Mr. Shah. What is the general 
practice in Ahmcdabad ? How long after the close of the year docs the balance sheet 
appear ? 

A. It varies from six to nine months after the close of the year. Certain mills publish 
in June, certain mills in July and certain others in August. They are over by August, 

I think, for the accounting period ending 31st December. 

Q. Have you come across any other cases than these which you mention in which the 
managing agents have lent money to shroff firms ? 

A. To firms, to allied concerns. 

Q. Can you give me tho name ? 

A. Unfortunately I have not got all the balance sheets. There are so manv 
oasos. 

Q. Do you consider it a sound practioe ? 

A. 1 consider that, as far as working capital is concerned, some part of it may be put 
in the current account but not the whole of it. 

Q. But do you consider it is advisable that it should be invested with shroffs connected 
with the managing agents ? 

A. Well, Sir, that depends upon the man himself. If the party is very sound one I see 
no objection at alL 

Q. Well, now you say that. 

A. Here the reason, why these bankers get oertain some is this. They have got their 
own shops in tho city. The mills arc situated outside the walls. Now "all the oloth and 
the yarn merchants have to make payments in the evening and here the custom is that 
the shroff bazaar is active alter 5 p.m. So by the timo the accounts are settled it is 
evening for them and the amounts are left with these agents’ shroffs because they cannot 
go a long way to the mills and keep it there. So it happens. It is also necessary looking 
to the convenience of the cloth and yarn merchants. In these two cases and in similar 
other cases also it cannot be called actual withdrawals by agents for personal use because 
they are very small amounts. 
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Q. I do not know. The amounts are ljr lakhs, and 3 lakhs. 

A. At the end of the year, say after the 26th or so, the banks are closed and it so happen 
that the amount is greater at that time. 

Q. Here is another balance sheet in which an amount of three lakhs is shown as out¬ 
standing with shroffs ? 

A. I do not know why they have got such a big amount for that particular year. 

Q. You mention that it was not necessary for you to bring out this fact in the balance 
sheet, the fact that the managing agents had withdrawn a certain sum of money. You 
say that if you had boen partial to them ; you could easily not have brought it out in 
the balance sheet f 

A. As so many other auditors have done. 

Q. That is not exactly the point I wanted to raise. Tt is not always brought out in the 
balance sheet ? It is lumped up together and shown under one general head ? 

A. But according to the Companies Ant it is our duty to bring it out ? 

Q. You say that that, duty is not always performed ? 

A. It was not performed in the ease of the Whittle and the Saras pur groups. 

Q. I am only asking for particulars. You know of other instances, I gather, in which it 
has not been done ? 

A. Not, as far as I know. I am the auditor of 20 to 21 mills here and I always show it 
separately. 

Q. But do you know of eases in which it is not shown separately 1 

A. As far as Messrs. Engineer & Co. are concerned they do show it separately. They 
are auditors for nearly 35 ooncerns. I am auditor for about 20 concerns. That makes 50. 
Then, about the remaining 10 or 15 I do not know. 

Q. You say that Mossrs. Engineer & Co. audit 35 mills ? 

A. Yes, they are incorporated accountants. 

CJ. As regards checking stock and the valuation of stock, what is your practice ? 

A. Our practice is slightly different from that of Bombay. I do not agree with the view 
given by the Association in that respect. In the Association’s answer it is stated:— 

‘ Different systems are adopted by different mills in valuing their stocks for the purpose 
of balance sheets. Some value these at or below market rates and some at or below cost. 
No independent valuation is made by the auditors.’ I would like to explain something 
about this. Of course, as far as quantity is concerned, wc take the figures prepared by 
tho managing agents. 

Q. You do not check the quantity in any way ? 

A. No, because we are not asked to app9ar there on the 31st December and wc are not 
paid for that. Apart from that, as far as the price is concerned at least it has been a 
practice with me to go into details of valuation of cotton, cloth and yarn, because it is 
very easy. 

Q. Because it is easy ? 

A. I will explain how. For cotton purchased, while auditing accounts we know that 
a certain sort of ootton has been purchased for a oertain price. Then for the whole period 
we take the average and just find out what is tho cost. Supposing it comes to about 
Rs. 20 or 21, at the time of preparing the balance sheet we say that the ootton is not 
overvalued, if it is not put at a higher value than Rs. 20 or Rs. 21, It may be lower. 
We do not mind that. So in that case I think it can be said that we partially value the 
stock. We take down the average of doth and yarn sales made during the last month, 
December and strike out an average and see what the result is. If it is Re. 1-2-0 or 14 
annas wc just see that the doth and yarn are valued at a price not higher than that. So 
in that case also we check the price. As for stores, of course stores come to a negligible 
figure looking to these big amounts of cotton, cloth and yarn. I think in a mill of 
ordinary sue the amount locked up in stores nannot be more than 30 or 40 thousand 
rupees, while cloth and yarn might amount to lakhs and lakhs of rupees. For stores, 
we are not experts in the line and we have to take the price given by the agents, but 
there also we call for the stock list, look at the several items and find out whether for 
the bigger items the price put in correct or not. For example, for china clay or tallow 
which are conspicuous in the list wo just tally with the invoice price. And also at the 
same time, specially for stores, we compare tho opening as well as the dosing balances 
and put questions regarding the difference if it is great. As for coal we do not weigh it,, 
but we see that the price of ooal put there is not more than the actual cost price. 

Q. I understood that in regard to coal the Ahmedabad mills have a different system 
from Bombay, that they do not buy coal but buy steam ? 

A. Everybody huys coal as steam is not available here. 
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Q. As regards quantity, would it not be comparatively easy to check quantity T You 
do not chcok quantity 7 

A. Certainly we are not paid for that. 

Q. There would be no difficulty if you wore paid for it 1 

A. Certainly not. 

Q. The only reason is that you are not paid for it ? 

A. Certainly. But here in the Association's evidence it is stated that the Agents' 
certificates are oooepted by the auditors. I would like to amend it by adding ‘ os far 
a quantity is concerned.' Then they say that the valuation of stocks by the auditors 
would be impracticable. 1 say it is practicable except in the aase of stores. I think it is 
possible to arrive at the value—either market price or cost price—of cotton, cloth and 
yarn, of course approximately. I am not going to be very exact as I am not in touch 
with market prices. Except for stores, I submit it is possible for us to check the 
prices, and quantities also. 

Q. What fees do you get for all these miils ? 

A. The Ahmedabad standard is much below the Bombay standard. Ordinarily in 
Bombay it iB Rs. 600 or Rs. GOO. In Ahmedabad wc get only Rs. 150 or Rs. 200 and in a 
few cases Rs. 230. I submit herewith a statement showing the amount of fees received 
by me during the year 1926 (Annexure B). It is muah less looking to our responsibility 
and trouble and size of the mills . 

Q How big an office have you got ? 

A. 1 have got a small office with two assistants. 

Q. Only yourself and two assistan t to audit all these concerns ? 

A. Yes. 

Q. A very small numher for auoh a large quantity of work, is it not ? 

A. We cannot afford to keep a staff. And those shareholders who were speaking here 
they themselves do not want to give more remuneration. 

Q. As regards this question of valuation of atook, I take it that in regard to your own 
audit you do not ohanga the system from year to year ? My point is that as the mill- 
owners have said here that the valuation of stocks can be oarried out either at or below 
market rates or at or below cost rates. It might be to the advantage of a mill one year 
to adopt one system and to value at the market rate oub year and the next year to value 
at cost rate ? 

A. It is a principle of accountancy that it can be valued either at oost or market, 
whichever is lower. Suppose I purchase cotton at Rs. 20. Iff am in the habit of valuing 
cotton at cost now, and if at the end of the year the market goes down to Rs. 15 I think 
it is possible to put it at Rs. IS. It is to the interest of the company that it should be 
valued either at oost or below, whichever is lower. 

Q. I want to know whether in your experience any mill has changed its system instead 
of adapting the lower value. Do you think it would be sounder to adopt the lower of the 
two values, I mean always to adopt the system which gives the lower valuation or 
to keep to the samo method of valuation. You have no objection to keeping the 
same ? 

A. Tf we keep to the same aystom of valuation, it may happen that it will give higher 
and not lower total. 

Q. That might be so but still there would not be anything wrong about it from the 
point of view of aooountancy ? 

A. From the point of view of accountancy it may not be, but from the business point 
Of view it is wrong and snicidaL 

Q. In your personal experience of your own audit or Jyour knowledge of other 
^audits, has it over been the case that they have adopted the system giving the higher 
valuation T 

A. No, not in a single oase. 

Q. I do not want any names, but has it ever been suggested to you that the method 
should be changed 1 

A. No. On the oantrary, I have suggested to them to cut down the prices looking to 
the depression. 

Q, Yon have suggested that they should adopt the first of the two alternatives, 
.that is, that they should follow the method of valuation which gives the lower 
valuation. 

A. Certainly; and they have been accepting it because if they do not cut clown the 
price in the current year the less will come in the next year. 



442 


Q. It is bound to come sooner or later. Your suggestion is that they should face it at 
once ? 

A. Certainly, that is at the proper time when the market has gone down it must bo cut 
down. 

Q Then your general view, I understand, is that there is nothing really wrong with, 
the system of audit here except that it should certainly he more exhaustive ? 

A. More exhaustive. And again I should like to say something regarding the provision 
D f depreciation. Here in the statement of the Millowners’ Association it is stated we 
c onsider the percentage of depreciation to be as under:— 

Two and a half per cent, on building; 5 per cent, on spinning, and weaving 
machinery. 

There I would like to make one suggestion. Two and a half per cent, for buildings 
housing heavy machinery and 5 per cent, or 7J per cent for other buildings which are 
of less substantial construction, for example, godowns, and so on. Five per oent. on spin¬ 
ning and weaving machinery is all right. Then, ‘‘ the depreciation fund is being utilised 
by certain mills for the improvement of maohinery.” I disagree here. It is very rarely 
so used. “ While some utilise it in extensions ” : in many eases that happens “ Though 
the real purpose cf this fund is to effect the upkeep and renewal of machinery. ” It is 
not upkeep hut it is replacement of machinery. Unfortunately the system of upkeep 
followed in Ahmedabad allowed by the Articles of the Company is to deduot the amount for 
these current repairs which is in fact a charge against revenue from the depreciation 
fund instead of debiting it. to profit and loss account. It is not in the interests of the 
company because the provision of depreciation fund should be such that at the end of 20 
years or so or after a particular period, the company must have certain funds available in 
order to replace the whole machinery. It is not the practice here to do that. So my 
objection is that firstly, provision for depreciation must be made compulsory, at least when 
they are going to declare dividends, if notin the years in which they have made loss, and 
secondly, they must not be allowed to debit these repairs charges, to depreciation fund. 

Q. That is a very important point. 1 quite agree with von. But would you 
have the Companies Act amended to make depreciation a first charge on profits if 
there are any ? 

A. Our duty is to audit the accounts in the light of the Articles. 

Q. Do you consider that would be a useful measure ? 

A. Yes. The P.ajnagar Spinning and Weaving Company in the year IP24 has made 
a gross profit of 2 lakhs of rupees without making any provision for depreciation. After 
this they have taken 1 lakh to depreciation fund which does not come to 5 per cent, and 
at the same time if you see the depreciation fund account, you will realise that though the 
actual amount taken out as depreciation fund is 1 lakh and the amount actually credited 
is much less because the amount of repairs have been deducted therefrom. So they have 
credited 1 lakh of rupees as depreciation. It is not the full allowance. The full deprecia¬ 
tion comes to li lakhs. They provided partial depreciation only. So in fact they have 
credited only Us. 50,000 instead of Ils. 1.50,000. Still the company is paying dividends 
at the rate of 20 per cent. It is why I should say Ahmedabad mills are distributing divi¬ 
dends. This is not the only r case. Such things do happen in many cases. So my point 
is that they should not be allowed to provide for less depreciation. They must have full 
depreciation and they must not be allowed to deduct these repairs from the depreciation 
fund, at least when they are declaring dividends. It may he different in the years of loss. 
Further, this amount of depreciation fund should be invested outside the concern, prefer¬ 
ably in gilt edged'securities so that it can readily be available at the time of replacement 
and it should not be utilised in extensions : because I know there arc mills quite well off 
who have not made extensions and they are able to replace the whole machinery. Some 
are at present replacing machinery because they are in a position to do so, as they have 
not invested their funds in extensions. So it is desirable that it should be invested in 
gilt edged securities. Again there is a clear provision in the Articles in some of the com¬ 
panies here that the amount to the credit, of the depreciation fund is even available 
for distribution a? dividend. It seen.s to be absurd from the accountancy point 
of view . 

Q. la that common ? 

• A. Jt. is provided in many Articles, though in practice it may not be so common. So 
in a lean year they can declare dividends even from depreciation fund and outsiders majr 
think that Ahmedabad mills are prospering. So some amendment to that effect should 

also be made. 

Q. Raja Hari Kishan Kau! .— The remarks which you have made about the valuation 
of stocks apply to cotton as well as cloth ? 

A. Cotton, cloth and yarn. 
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Q. You are quite sure that in no case has cloth been overvalued ? 

A. Yes, at least as far as the concerns I havd audited. I can say so also in the case ot 
those Messrs. Engineer also audit. We follow the same principles. 

Q. In the case of reserves, when they have reached the limit where they are sufficient 
for renewals of machinery, would you have any objection to the surplus being used in. 
extensions ? 

A. I do not think that from any balance sheet of any company in Ahmedabad, it may 
safely be said that it has reached the necessary reserves, because they arc eaten up by 
the system of current repairs. 

Q. We have seen certain cases in which the reserves aooumulated on account of depre¬ 
ciation and other items are fairly heavy. They will enable the mills completely to 
replace the old machinery. In such cases have you any objection to utilising reserve 
for extensions ? 

A. There would be no objection. 

Q. Would you keep the depreciation fund intact to the extent of being able to replace 
the machinery at any time when it became necessary t 

A. Yes. 

Q. Talking about good and bad debts, don’t you think there is much room there for 
negligence on the part of the auditor ? 

A. Certainly. 

Q. What are good debts and what are bad debts V 

A. But for that our practice is that we ask the company to furnish a list whioh they 
consider to be good or bad. 

Q. Do you check them V 

A. Yes, we check them with the ledger. 

Q. You satisfy yourself so far as the accounts are concerned whether the debts 
are good or bad. But you cannot say w hether they are really good or really bad 

debts ? 

A. \\ e cannot say. Wc have to rely upon the certilicate given by the agents, unless 
we know the particular man individually. Of course J happen to know because I am 
connected with so many concerns here and I am in touch with local people. 

Q. But generally an auditor could not in every case be expected to deteot a bad debt 
even though the mill agents certified that it was a good debt ? 

A. Nobody on earth cau do that. 

Q. As regards the inadvisability of an auditor being related to the managing agentB. 
if the auditor is upright enough, there is no fear that he will be partial or that he will 
connive at the misdeeds of the agent. But supposing he is under the influence of the 
agents he can, as you say, be capable of not doing the proper thing ? 

A. Yes. But that will apply to a relative as well as to a stranger if he is under the 
influence of the managing agents. 

Q. Has not a relative a greater ohance of being under the influence of the mill agent 
than a person who is not related ? 

A. It is not my personal experience. I can safely say that I do not come under 
anybody’s influence. 

Q- As a general principle, don’t you think that a relative has more chances of trying 
to be partial ? 

A. That may be so. But at the same time wo have got our own responsibilities. 

Q. That is true, of course. It is only when one does not discharge his responsibility 
properly that all these failures oocur. We have been told that all these- failures are due 
to people not being honest in the discharge of their functions. 

A. Rather they were negligent. 

Mr. Maiumdar ,—In your firm, you have got any other chartered accountant ? 

A. No ; I am the only one. There is no partner or anybody. 

Q. You suggested the publication of six monthly balance sheets. Do you think that 
would improve matters ? 

A. Here the balance sheet is published at an interval of 15 months. 

President..— How do you mean ‘ at an interval of 15 months ’ ? 

A. Suppose a company has published the balanoe sheet of 1925 in .June or July. Next 
year they will puolish it in August or September, In that case the interval will be 14 
or 15 months. 
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Q. But the following year they would have to get back to July. 

A. But then it is required by the Act that the balanoe sheet of a company should be 
published within 15 months from the date of the last general meeting; but in any case it 
should be before the 31st December. So nobody can go beyond December. I think the 
publication of the balance sheet half yearly just as in the case of banks and some jute 
mills is preferable. 

Mr, Majmudar. —The general experience in the case of the ootton mills is that one of 
the half years is not as good as the other and therefore they prefer to publish the balance 
sheet for the whole year. 

A. Yes; but as far as the declaration of the dividends is concerned, they may not be 
declared during the first half of the year. 

Q. If the mills issue the balance sheet every half year, naturally the shareholders will 
expect dividends. In the oase of the banks, so far as I know, they hold meetings 
once a year. But when they issue balance sheets, they have to declare the dividends. 
Is there any particular advantage in the issue of a six monthly balanoe shoet as against 
the yearly one ? 

A. I was driving at a certain point of view. Yesterday Mr. Desai told us that a certain 
mill agent had mortgaged the mill. Suppose in that case the shareholders come to 
know of it earlier. Under the Companies Act we have to show separately the liabili¬ 
ties, secured and unsecured. If it is secured we have to show how it is secured. For 
instance, take the Marsden Spinning and Weaving Mill. 

Q. That could be met by making a provision in the Act that the balance sheets should 
be published within three or four months after the closing of the year. 

A. I am not particular about it. 

President. —I taka it that your real reason for suggesting publication of a six monthly 
balance sheet is, you think it would keep the shareholders up-to-date with what iR 
going on ? 

A. Yea, specially with liabilities and so on, not particularly for profits. 

Mr. Majmudar. —I have got some balance sheets here. Tt is not clear there whether 
the agents’ firm have borrowed any amount or not. 

A. It is not shown separately. It may be that they may not havo drawn any because 
the agents have put in 20 lakhs as their own. They cannot withdraw when they have 
put in 20 lakhs to their credit. 

Q. The very fact that you have not mentioned it, means that there is none drawn by 
the agents’ firm ? 

A. Yes. The particular mill agent to whom you are referring has got no 
shop. 

Q. When the amount is lent to the mills would it not be better to mention the names 
of the mills to whom the amount is lent ? 

A. It is better. 

Q. You do not insist on doing so ? 

A. No. I do not insist that it should not be shown. In the Companies Act it has 
been stated that debts duo by directors or other officers of the company or any of them, 
either severally or jointly, be separately stated in all cases. It is a separate entity. So 
it is not shown. 

Q. I want to know whether it would not be advisable to mention the names of the 
mills to which the money is lent. 

A. But here the practice is not to put in one mill. So it will be a very big 
list. 

Q. So far as t know the Bombay mills show the amounts of deposits with the various 
banks separately though they may have deposited even in five banks. 

A. Yes. In this case it will not be less than 15. 

President. —Even if it is 15, would it not be advisable ? 

A. Yes, it will be advisable. 

Mr. Majmudar. —Then you mention that the system of putting money with shroffs 
is good if the firm of shroffs is a sound one. Who is to decide whether the shroff’s 
position is a sound one. 1 Do they issue balance sheets ? 

A. They do not. But anybody in the market can tell you. Even the share brokers 
themselves can tell you. Of course it cannot be definite in any way. 

Q. But the shareholders cannot be expeoted to know the financial positio of the 
shroffs merely from the names ? 

A. No; they cannot know. 



445 


Q. As regards the use of the depreciation fund for extending the mills, your view is 
that that amount should not be spent on extensions ? 

A. Yes. 

Q. You agree that the depreciation amount is to be used for putting in new machinery 
when the old machinery is not of any use ? Would not extending the mills mean putting 
new machinery in anticipation of the old machinery going out of use in the near 
future ? 

A. When you keep both of them working ! 

Q. Suppose a mill has been running for 15 or 20 years and after 10 years the machinery 
haB to be replaced. They would extend the mill beforehand so that when the machinery 
is useless or uneconomic they would stop it. 

A. The practice followed is that many times extensions are not made for earning 
profits. 

Pre.iidenl .-~~Your point is that owing to the Ahmedabad system of commission on sales 
the extensions are not carried out for profits ? 

4. Yes. 
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Axnexfre A 
Audit in British India 

1. Ranichandra Narshi Ginning Co., Ltd. 

2. Marsden Spinning and Manufacturing Co., Ltd. 

3. Bharatkhand Cotton Mill Co.. Ltd. 

4. Bharatkhand Textile Mills Co., Ltd. 

5. Jehangir Vakil Mills Co., Ltd. 

6. Gujarat Cotton Mills Co., Ltd. 

7. Mancklal Harilal Mills Co., Ltd. 

8. Universal Trading Agency, Ltd. 

9. The Ganesh Printing, Ltd. 

10. Note Cotton Mills Co., Ltd. 

11. Sarangpur Cotton Mills Co., Ltd. 

12. Ahmedabad Cotton Mills Co., Ltd. 

13. Ahmedabad Laxmi Cotton Mills Co., Ltd. 

14. Aryodaya Spinning & Mfg. Co., Ltd. (No. 1 &, 2) 

15. Aryodaya Ginning & Mfg. Co., Ltd. 

16. Rajnagar Spg. & Mfg. Co., Ltd. (No. 1, 2 & 3) 

17. Commercial Mills Co., Ltd. 

18. Bharat Laxmi Cotton Mills Co., Ltd. 

19. Silver Cotton Mil's Co., Ltd. 

20. Swadesh Laxmi Cotton Mills Co., Ltd. 

21. New Textile Mills Co., Ltd. (No. 1 & 2) 

22. National Mills Co., Ltd.. 

23. Panchal Brass & Iron Works Co., Ltd. 

24. Vepar Uttcjak Ginning & Mfg. Co., Ltd. 

25. Ahmedabad City Mills Co., Ltd. 

26. Nagri Mills Co., Ltd. 

27. Whittle & Co., Ltd. .. J. 

28. Whittle Andusion, Ltd. 

29. Joint Ginning Co., T.td. 

30. Lalbhai Trikamlal & Co., Ltd. 


Audits in Baroda and B/taunagar Slate 


1. 

The Maharaja Mills Co., Ltd. 

.. Baroda. 

2. 

The Maharaja Woollen Mills Co., Ltd. 

.. Do. 

3. 

The Sayaji Mills Co., Ltd. 

Do. 

4. 

Kadi Industrial Co., Ltd. 

.. Kadi. 

0. 

The Baroda Spg. & Mfg. Co., Ltd. 

.. Baroda. 

6 

The New Baroda Spg. & Mfg. Co., Ltd. 

.. Do. 

7. 

Bulaklridas Mills Co,, Ltd. 

.. Petlad. 

S. 

New Jehangir Vakil Mills Co., Ltd. 

.. Bhavnagar. 

9. 

The Ghanashyam Pharmacy Co., Ltd. 

. . Baroda. 

10. 

Kadi Laxmi Cotton Co., Ltd. 

.. Kadi. 

1L 

Kadi Ginning & Pressing Co., Ltd. 

.. Do. 

12. 

Mahandra Ginning & Pres ring Co., Ltd, 

. . I tola. 

13. 

Kalol Cotton Mills Co., Ltd. 

.. Kalol. 

14. 

Gujarat Prindent & Industrial Co„ Ltd. 

.. Baroda. 

15. 

Indian Death Tnsirrance Corp., Ltd. 

. . Do. 

10. 

Imperial Life & Death Corp., Ltd. 

.. Do. 

17. 

Gujarat Cattle Co., Ltd., 

.. Do. 

18. 

National Mutual Death Berapt. Co., Ltd. 

.. Do. 

19. 

Dabhoi Electric Power Co. ... 

.. Dabhoi. 

.20. 

Messrs. Narhari lvalidas & Co., Ltd, 

,. Kadi. 


30 British India. 
20 Baroda State. 


Viramgaum. 

Ahmedabad 

Do. 

Do. 

Do 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Viramgaum (Recent). 
Ahmedabad. 

Do. 

Wadhwan Camp. 
Viramgaum. 

Do. 

Ahmedabad. 


Total .. 50 Companies. 
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Atramtuma B 







Fees received 





One or 

iu 1926 for 

No. 

Names of the Mills of AhmeUabad 

Spindles 

Looms 

two 

auditing 





auditors 

accounts of 






1925 

1 

Marsdcn Spg. & Mfg. Co., Ltd. 

10,000 

352 

1 

250 

2 

Bhoratkliaud Cotton Mills, Ltd. 

21,028 

417 

1 

225 

3 

Bharatkhand Textile Mfg. Co., Ltd. 

22,544 

480 

2 

125 

4 

Jehangir Vakil Mills Co., Ltd. 

27,108 

521 

1 

200 

6 

Manoklal Harllal Mill., Ltd. 

28,000 

000 

1 

250 

fl 

New Cotton Mills Co., Ltd. 

28,518 

576 

2 

200 

7 

Sar&hgpur Cotton Mills, Ltd. 

20,784 

576 

o 

200 

8 

Alnnedabad Cotton Mills, Ltd. 

29,132 

688 

2 

200 

9 

Laxrai Cotton Mills Co., Ltd. 

85,157 


1 

225 

10 

Aryodaya Spg.it Mfg. Co.,Ltd., Nos. l<fc 2 

40,270 

1,216 

2 

2001 






>Two mills. 

11 

Aryodoya Gig. & Mfg. Co., Ltd. 

38,000 

560 

2 

125 J 

12 

Kajnngar 3pg.&Mfg. Co., Ltd. No. 1. .. 

18,912 

528") 




No. 2 

19,120 

- 

i 

300 Throe mills. 


No. 3 .. 

12,672 

644 J 



13 

Cominorcial Mills Co., Ltd. .. 

28,148 

572 

2 

150 

14 

Bharat Lasmi Mill. Co., Lid. 

(Under co 

nstructlon) ' 1 

100 

IS 

Silver Cotton Mill. Co., Ltd. 

19,036 


i- 

150 

lb 

New Textile Mills, No. 1 «t 2 

32,412 

928 

1 

250 Two mill.. 

17 

National Mills, Ltd. .. .. 

15,106 

400 

2 

100 

IS 

City of Ahmcdabnd Mills, Ltd. 

21,296 

406 

1 

150 

19 

Gujarat Cotton Mills, Ltd... 

29,892 

610 

- 

123 

20 

Swadosh Laxmi Mills 

i Under co 

nstruntion)! 1 

100 





Total .. 

3,626 


Average per Mill about Ha. 180. 

In 11 mills there is one Auditor. 

In 9 mills there are two Auditors. 
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Witness No. 87 

Mr. LALBHAI BOGILAL, AHMEDABAD 


Written Statement. 

Section I.—Genet al. 

i. There is more depression in Bombay Mills than in upoountry Mills. 

3 The causes of depression are of a permanent nature so long as the Mill agents; 
and the Government do not make any reform in the management and the commission 
system 

4. Jf ootton goes down and the price of cloth and yam be steady the mills will 
not close and will work with a margin of profit. 

6. If cotton goes down the mill may work more profitably and there may be an 
improvement in the condition of the mills. 

10. The mills lose 5 to 7 per cent, in earning due to mismanagement only. 

11. In Bombay due to depression in trade some mills are closed, sold and have gone- 
into liquidation while in Ahmedabad due to mismanagement of the agents about ten 
mills have gone into liquidation. 

12. There has been a decrease in the export of Indian yarn on account of the mill* 
established in China and Japan. 

Section II.—Nature and extent of competition between imported goods and 
those of Indian manufacture. 

32. The Indian mills suffer greatly beoause due to high exchange foreign oloth is. 
sold cheaper and people use it. 

Section III.—Inlet nut competition. 

35. Wo do not believe that Ahmedabad mills and upoountry mills have preferonce 
to Bombay mills in buying raw materials. 

38. As stated in the British Industry Act the management should be carried on 
economically but in Ahmedabad and Bombay the mills are not managod economically. 
On the other hand they are managed expensively. 

As far as we know the managing agents do not do the work which they have to do- 
but they employ their own men or relatives with very large salaries. They are also, 
very careless in buying cotton stores and coal and in soiling oloth and yarn. Thereby the 
milis suffer greatly. 

40. Ahmedabad mill agents should be compelled to take commission on profit as is 
done in the Bombay mills. In Ahmedabad the agents take commission on sale or on 
production of oloth and yarn and thereby the share holders get very little as dividend. 
If this system of taking commission on sale or on production of cloth and yarn continues 
longer there is a possibility of Ahmedabad mills going into liquidation. 

Before the year 1917 most of the agents of the Ahmedabad mills took only three pies 
per lb. on production as their commission. Thereafter in war times due to big profits 
they changed their system of commission and fixed 3 to 4 per cent, commission on the 
sale of cloth and yarn. In this way the commission is increased to three to three and a 
half times the commission which they took beforo the year 1917. It was then only three 
pies per lb. on production of cloth and yarn. The agent who got Re. 40,000 commission 
before the year 1917 now gets Es. 1,40,000 as commission. At present when there is a 
depression in trade and the share holders do not get dividends and the Government 
has come forward to support the industry by abolishing the 3£ per cent, cotton excise 
duty, the agents do not make any change in their huge commission and they do not 
even reduce their commission in such time of depression in trade. Therefore we pray 
you to recommend to the Government to pass a speoial resolution in the Council to- 
compel the mill agents to take their commission on profit and not on sale or production as 
hitherto. In Ahmedabad only eight mills have not increased their commission as others 
have done. 
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During the time of the increment of commission they have built new mills or have 
purchased the old mills and have changed the names and at the same time they have 
inserted in the Articles of Association of the company a olause providing 3 to 4 per cent, 
commission on sale of doth and yarn. The names of such mills are as follows :— 

1. The Ahmedabad Jupiter Mills. 

2. The Rama Krishna Mills. 

3. The City of Ahmedabad Mills. 

4. The Ashoka Mills. 

5. The Aryodya Ginning Mills. 

6. The Indian Spinning Mills. 

7. The Marsden Mills. 

8. The Vivekanand Mills. 

9. The Silver Cotton Mills. 

10. The Fine Spinning Mills. 

11. The New Shorrock Mills. 

12. The Shorrock Mills. 

The mills that increased the commission in the year lSYlhy changing the deed of the 
company by special resolution are as follows :— 

1. The Calico Mills. 

2. The Rajnagar Mills. 

3. The New Cotton Mills. 

4. The Laxmi Cotton Mills. 

5. The Ahmedabad Cotton Mills. 

0. The Sarangpur Cotton Mills. 

7. The New Textile Mills. 

8. The Bharatkhand Textile Mills. 

9. The Manekchowk Mills. 

10. The New Maneokchowk Mills. 

11. The Sarangpur Mills. 

12. The Kaiserihind Mills. 

13. The Raipur Mills. 

14. The Maneklal Harilal Mills. 

15. The Gujerat Cotton Mills. 

16. The Gordhan Mills. 

17. The Himabhai Mills. 

18. The Vaso Mills. 

19. The Jehangir Mills. 

20. The Waste Cotton Mills. 

21. The Bharatkhant Cotton Mills. 

22. The Astodi v Mills. 

23. The Industrial Mills. 

24. The National Mills. 

25. The Bechardas Mills. 

26. The Commercial Mills. 

27. The Baroda Mills. 

28. The Shri Nagar Mills. 

41. If the managing agent does business other than managing the mill it is not 
beneficial to the mill. 

43. The mills that ha ve bought machinery in war time at very high prioes do 
not earn. 

mo y 422—29 
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Section. V.—Mill Finance. 

48. The agent who has two or more mills in his management uses the reserve funds 
of the good concern in his other unsafe concern and thereby puts that good concern in 
difficulty. Due to this reason only ten mills in Ahraedabad have gone into liquidation. 
This system should also be abolished and the reserve funds should be invested in Govern¬ 
ment securities. 


Section VJ.—Costs of Production. 

61. It is not a good system to speculate in forward delivery of cotton and to make 
forward contracts of cotton because sometimes the agent behaves dishonestly and in 
this way the mill greatly suffers. This system should also be abolished. 

General.—If there be the following reforms in the current system of the management of 
the mills there may be much improvement in the present bad state of the mills. 

1. Hero in Ahmedabad there are many mills in which there are such persons as 
directors who are either agent’s commission partners or agent’s relatives. They do not 
look after the management at all and thereby the interests of the share holders are not 
watched. Therefore there should be outsiders as directors. 

2. Here in most of the mills there are auditors who are relatives or the men of the 
agent’s who sign the balanoe sheet without carefully auditing. Therefore auditors should 
be appointed by the Government. 

3. In most of the mills in Ahmedabad the agents put the stook in the balance sheet 
at one-quarter of the value of the goods and in this way they do not show the real earning 
to the share holders. Their motive in doing this is that even in bad times they can take 
away thoir full commission. Therefore the minimum prioe of a stook in the balance 
sheet should be fixed by the Government. Then only the Government will get the real 
Income Tax and the share holders will get the real dividend. 

4. The hereditary system of agentship which is prevalent in Ahmedabad is not good 
because no matter how illiterate an heir may be he beoomes the agent and ruins even 
a'good mill. The following companies in Ahmedabad have gone into liquidation duo to 
this reason only :— 

1. The Viramgam Spinning Mills. 

2. The Whittle Spinning Mills. 

3. The Swadeshi Mills. 

4. The Asarva Mills 

5. The Alfred Mills. 

0. The Saraspur Mills. 

5. The agents who have many mills and are travelling or are ignorant of the mill 
industry employ their relatives or their own man at a larger salary that even a civilian 
in England cannot draw. These men are also paid from the mills instead of being paid 
out of commission. 

0. The Government should appoint an officer who is expert in the mill industry who 
can supervise the management of the mills and oan also inquiro into the management 
of the mill if requested to by the share holders who oomplain about the mismanagement of 
a certain mill. The expense entailed should be collected from the mills. 

7. It should be seen to .that the agent cannot extend the mills by increasing the debt 
of the company :— 

8. If the commission be reduced and the management be carried on economically the 
mills oan stand against Japan'-se competition. If the present system of commission 
continues, the agents will become wealthier and wealthier and the country will be ruined. 

In short, the following suggestions should be taken into consideration for the 
prosperity of the mill industry :— 

There should be new machinery (the machinery should be renewed every twenty 
years). 

There should be an honest agent. 

There should be commission on profit. 

The salaries should be paid according to qualifications. 

The hereditary system of agentship should be abolished. 

The municipal taxes and the railway freight should be reduoed. 
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Mr. HIHALAL KESHAVLAL SHAV AND OTHERS, AHMEDABAD 

Written statement dated let July 1926 

Wo the following signatories to the petition aie share.holders of Ahmedabad mills 
(limited companies) and most respectfully take thiB opportunity to bring to your honours’ 
notice the various irregularities and mal-praetices practised thereon, as far as our 
information goes. 

1. Some mills have very big reserve funds, and when the mill is not in need of money, 
the agents lend money to others, and the mills are put to a loss unnecessarily. 

2. Some mills have directors, either relations or connected with the agents, and under 
the influence of the agents, or commission-holders in the agency commission, and the 
interests of the share-holders are not safeguarded. Therefore persons having no concern 
with the agent must be appointed directors. 

3. The benign British Government, to safeguard the interests of the share-holders, 
lias ordered that the certified auditors must be appointed to examine the accounts, but 
the agents appoint their relations or their acquaintances as auditors, and issues balance 
sheets as they desire. A check should be put to this. 

4. In some companies, the balance is put 25 per cent, of the actual value, and there 
fore the companies’ profits are not properly shown. The result is that the share-holdera 
do not get proper dividend and the Government does not receive the proper income-tax. 
All this is done with a speoial object in view that the agents might get proper commission 
next year (in times of depression). Striot inquiry should be pursued by your honours in 
this matter. 

5. The agents of the mill companies used to get as their commission 3 pies per lb., 
hut during the great war, the agents of many mill companies at Ahmedabad increased 
it, and they charged 3 to 4 per cent, on sales. Your honours would bo most graciously 
pleased to carefully inquire into the matter, and report to the Government that the agents 
of the Ahmedabad mill companies ought to charge commission, on profits only, ns the 
agents of the Bombay mill companies do. According to the increased rates, the agents 
ofthe Ahmedabad mill companies, who used to get Rs- 40,000 (forty thousand) as commis¬ 
sion now get about one lakh and a quarter, thrice as much. Your honour would be 
pleased to make matters alright, and help the share-holderB who have also contributed 
to the growth (prosperity) of the company, 

6. The agents of some mill companies with a view to get big commission extend the 
mill to an extent greater than the capital of the companies and make tho companies 
indebted. Therefore tho share-holders do not get dividend at all and sometimes the 
company goes into liquidation. Proper inquiry should be made in the matter. 

7. In many mill companies, thcagenoy of the mill is hereditary. The agent for the 
time may be clever and good, but the heir may be inexperienced and therefore some mill 
companies get into difficulties. That system must be stopped. 

8. The agents of some mill oompanies with an object of benefiting their relations and 
acquaintances do not superintend work, which they ought to do, but employ their 
relations and acquaintances on a very big salary, and pay them from the company. 
Tho salary should be paid from their agency commission. Efforts must be made in 
this direction. 

9. According to our information the agents of some mill companies start business 
shops in tho name of their relations or acquaintances to buy and sell yam, cloth, and 
to purchase cotton and store. The agents have a substantial part in the shops. Inquiry 
should be made into this matter, and it must be checked. 

10. The agents of some mill companies buy forward cotton for the company in 
their names and do not got the contracts registered in tho company. In order that 
the agents may not derive undue advantage, owing to-the fluctuations in prices, forward 
contraots must be registered at the times in the company when they are made. 

11. A special officer must be appointed by the Government in order that no undue 
advantage may accrue to any body by the sale and purohase of goods by the companies 
and share-holders may communicate their grievances to him. Every mill company 
should contribute rateably towards the expenses of the special officer’s department. 

mo y 422 — 29n 



12. The undersigned most humbly and respectfully request your honours to carefully 
and exhaustively inquire into the matter and do the needful into tho matter. Special 
attention must be paid to the inorease in agency commission, as sometimes Rs. 25,000 
are distributed to the share-holders and the agents take away Rs. 75,000, thrice the 
amount for their commission. In times of the depression of the industry, the. companies 
would greatly suffer. Your honours would bo most graciously pleased to inquire into 
the whole matter very carefully and report to the Government to make necessary changes 
and thus save the textile industry from ruin, and law may be changed to suit 
the changed conditions. 

13. Lastly, we bring to your honours’ notice that we are willing' to give evidence, ij 
there be any need and if ordered by your honours. 
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Witness No. 87 

Messrs. LALBHAI BOGILAL AND HIRALAL KESHAVLAL SHAV 
AHMEDABAD 

Oral Evidence recorded at Ahmedabad on the 15th September 1926 

(Translated into English from Gujarati) 

President. —What is this Association of which you are a Director, Mr. Bogilal ? 

-A. I am a Direotor of the local Stock Exohange. 

Q. Are there many Directors, or only one ? 

A. There were eight or ten directors in the beginning but at present there are 
flftcen.in all including President and Secretary. 

Q. Who is the chairman of the Directorate ? 

A. Mr. Chandulal Chamanlal. 

Q. How many members of the Association are there altogether ? 

A.. About 400. 

Q. How long has the Association been in existence ? 

A About 32 years. 

Q. Is it purely a Brokers’ Association ? 

A. Purely a Brokers’ Association. 

Q. Arc you connected directly with any mill ? 

A. No. 

Q. You say that mills lose 5 to 7 per cent, in earning due to mismanagement. What 
are your reasons for saying that ? 

A. The mills have to incur more expenses in buying stores, cotton, coal and other 
materials. 

Q. Do you mean that if they were to manage things properly they would got stores, 
cotton, etc., cheaper than they do now ? 

A. Yes. As the managing agents employ high salaried men the expenses are high. 

Q. They naturally are. If you pay more on your salaries, your expenses arc naturally 
higher. 

A. It is the duty of the agents to do all this work. They ought to pay these high sala¬ 
ried persons from the commission they get from the mills. 

Q. In what capacity are these high salaried officers employed ? 

A. As managers. 

■Q. What do you mean by managers ? 

A. By manager I mean secretary. He has to sign letters and do all such things. 

Q. Is the secretary’s pay debited to the mill ? 

A. It is debited to the mill account. 

■Q. The pay of the secretary ? 

A. Yes. 

Q. Although his work is entirely in the managing agent’s office. 

A. Yes. The secretary works in the managing agent’s office. It is the work that the 
managing agent ought to do. 

Q. What pay does ho get ? 

A. Its. 1,500 to Rs. 2,000. 

Q. In how many mills arc there secretaries on Rs. 1,500 to Rs. 2,000 ? 

A. In about ten mills. ’ 

Q, Can you give us the names of a few ? 

A. The Beohardas Mill, the Gujerat Cotton Mill, the Calico, the Jubilee, and there may 
be others. If you will enquire into the matter, you will find more, 

Q. Your complaint is that these people do purely secretarial work which is the work of 
the managing agents ? 

A. Yes. 

Q. They are not men with technical experience who have been through the mills them¬ 
selves. 

> A. They have no technical knowledge of the spinning, weaving or engineering depart¬ 
ments. 
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Q. How do you know that managing agents are “ very careless ” in buying cotton, 
stores, and coal and in selling cloth and yarn ? What reason have you to say to that- ? 

A. The mill agents have got their own firms. Some have stores. Some have their 
own collieries. 

Q. Which of the mill agents hero has collieries ? 

A. Sheth Mangaldas Girdardas. ‘ 

Q. Where ? 

A. It may bo in Calcutta. 

Q. Are you sure there is a colliery ? 

A. I do not know whether the colliery is in his name ; but that he has interest in the- 
colliery, I am sure. 

Q. Which mill hought machinery in war time at very high prices ? 

A. The Aryodaya Ginning, the City of Ahmedabad and the Calico. 

Q. And are all those mills not making any profits now ? 

A. They do earn profits ; but the profits are very small. The Calico which used to- 
give a dividend of Rs. 125 is now giving a dividend of Rs. 18, 

Q. Are you not lucky that you get a dividend at all ? There are other mills whioh did 
not buy machinery in war time and which pay no dividend at all. 

A. Those mills which have not extended in war time are able to give good dividends. 

Q. WWch mills are giving good dividends ? 

(The names of the mills were written down and shown to the President.) 

A. Bach and every mill which has not extended is paying good dividends. 

Q. Really the state of affairs of Ahmedabad is fairly satisfactory ? Except for those 
exceptional cases, the mills are paying quite well ? 

Mr. Majmudar .—Are they able to declare dividends 1 The question is as to- 
whether the mill assets are good or whether the mill gives good dividends ? 

A. The mills give dividends well because they have good reserves and they are getting 
interest on that. The mills are earning some profits and these are supplemented by the 
interest on the reserves and also they have no interest to pay on the working capital 
and therefore they are able to give dividends. 

President. —Both of you suggest that outsiders should be appointed Directors of the 
Company. How is that going to be done '( 

A. In 90 per cent, of the cases the Directors are the agents’ nominees. 

Q. But if the agents have got the majority of shares, how are you going to get outsiders 
as Directors ? 

A. Government may legislate that a certain proportion of the Directors will be nomina¬ 
ted by the Government just as is done in the Municipal Board. 

Q- Where are the Government going to get people from who know sufficient about 
the working of the mills, to be nominated as Directors ? 

A. The Indian Civilians will take up all this work. Government is carrying on 
such a big administration and it will not. he diffioult for the Government to do this. 

Q. It would be very expensive. 

A. The amount may be recovered from the mills. 

Q. There have been complaints in the past—I do not know about Ahmedabad—about 
the way in which the Bombay Stock Exchange is run. Do you suggest a Government 
Director should be appointed for your Stock Exchange ? 

A. Government has already appointed Directors in Bombay Share Market. 

Q. What are their names ? 

A. They havo appointed an Advisory Board. 

Q. They have appointed a Committee to enquire into its working. 

A. The same Act will be applicable to the whole Presidency. 

Q. Are there many agents here who have got two or three mills ? 

A. Yes. There are many. Ambalal Sarabhai has two mills. Mangaldas Giridar- 
das, four mills. Amritlal Damodhara Das, three mills in Ahmedabad. Motilal 
Hirabhai, three mills, Jivanlal Giridharalal, two mills. Kasturbhai Lalbhai, two niills- 
He is managing a third mill also and getting a certain remuneration. 

Q. Mr. Bogilal, you represent here the shareholders of theso mills. Cannot you refuse 
to invest in concerns with the management of which you aro not satisfied f 

A. If it is a question of new investment, the share-holders will think twice’bofore they 
invest. But we have already invested and so there is no way out of it. * 



455 


Mr. Subba Rao. —Can’t you sell out ? 

A. We are sharebrokers. We are dealing in shares. And if we ourselves sea, wliat 
are we going to do afterwards ? 

Raja Bari Eishan Kaul. —Are there any managers in any mills ? Is any mill here 
employing a manager ? 

A. For the inside work they have managers. Some agents are obliged to engage 
capable men as they themselves do not know the work. 

Q I want to know whether any managers are employed. 

A. In some cases managers are employed besides the secretaries. 

Q. Can you give instances ? Or is it that the secretary is a Rort of substitute for the 
manager and he assists the mill agent in carrying out the work of the manager ? 

A. Whether he is oalled a manager or secretary, as the managing agents have to keep 
a man because eithor of thoir incompetence or of any other reason, his salary ought to 
be debited to the managing agents and not to the mill account. 

Q. You think that no protection is needed ? 

A. Both protective duties as weU as improvement in internal management are neces¬ 
sary. 

Q. But here you say “ if the commission be reduced and the management be oarried 
on economically the mills can stand against Japanese competition. If the present system 
of commission continues, the Agents will become wealthier and wealthier and the 
country will be ruined ”. 

A. We believe that if the commission is charged on profits, the management will 
improve and they will be able to withstand not only Japanese competition but 
also English competition. 

Q. Then no protection is necessary ! 

A. If the commission is charged by the agents on profits and if the internal management 
is improved, we think it is not necessary. In the case of the Aryodaya mills the commis¬ 
sion is tho same as in the pre-war. (The witnesses presented balance sheets of certain 
mills.) These are two concerns, ono a small one and the other a big one. The Agents’ 
Commission in the case of the bigger concern has been only Rs. 58,000 whereas in the 
other ease it is Rs. 1,99,000. That, is the Raipur Manufacturing Co. Here is another 
mill, the Himabhai, which has distributed only Rs. 14,000 in dividend, whereas the 
agents have taken Rs. 72,000 as commission in 1924. 

President .—Do you wish us to examine the balance sheet to see tho different rates of 
commission paid by tho different mills and the variation in the commission of different 
mills ? 

A. Yes. Also the Managing Agents have increased their commission during war 
time to a great extent. After 1917 they have increased their commission. 

Q. We will examine all these balance sheets. 

A. Also we wish to say this. The Directors do not took to the affairs of the company. 
The auditors also do not audit the things properly. They simply go on the balanco 
sheets. There is the case of Saraspur Mills with a reserve fund of 12 lakhs, tho original 
capital being 6 lakhs and the mill;? now in liquidation. 

Q. How long after the mill declared its last dividend did it go into liquidation ? 

A. Some time in July or August 1923 the last dividend was declared and it went into, 
liquiintien in 1924. The agents took away 37 lakhs of rupees from the mills. They 
misused it and the mill lost tho money. 
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Annexure A 

1. Mills in Ahmedabad could shbw a handsome profit only if appropriate changes 
are made in the internal management of the mills as well as in buying of cotton, coal, 
stores, eto., and in the selling of cloth and yarn. To make an improvement as above- 
stated directors should be oleoted avoiding the relations of the agents and experienced 
auditors should be supplied by the Government. Further an able government officer 
conversant with the industry should be engaged as a director to keep the agents in check 
and compel them to issue balance-sheets in oonfirmity with tho rates of doth, cotton 
and stores prevailing in the market at the time. Ninety per cent, of the directors in the 
mills in Ahmedabad are mere puppets of the agents and we believe they are kept to 
endorse their actions only. 

2. In certain mills in Ahmedabad the balance of the stock-in-trade is put 76 per cent, 
below the market value, «.</., if the prevailing rate of cotton be Rs. 20 per maund, it is 
put at Ks. 6 per maund in the balanoe-sheet. In the same way cloth is Bhown at 4 annas 
per lb. onlythough it is sold in the market at Be. 1 per lb. Similarly yam and stores arc 
dealt with. Thus one cannot come to the definite^eonclusion as to how much the mill 
has earned. It is our belief that the agents prefer this mode of issuing balance-sheets 
to make their co mmi ssion safe in the ensuing year. Thus the share-holders do not get 
a proper dividend and the Government can not collect sufficient inoome-tax. To verify 
this statement we quote tho following examples :—Befer Balance-sheets:—The Sarangpur 
Cotton Mills, The Ahmedabad New Cotton MUIb, The Baipur Mills and the National 
Mills for the year ending December 1924. You will satisfy yourselves by asking the 
agents of these mills to supply you with the rates of the various items in the stock-in-trade 
of the year ending December 1924. If the agent is not upright, the profit may vanish, 
hence the agents should be forced to issue balance-sheets denoting stocks at market value. 

3. The system of hereditary agenoy prevails in most of the mills in Ahmedabad, 
through which a fool succeeds an able father. As a fruit of this several mills have been 
forood to liquidation. This system accompanied with directors being the relations of 
the agent has put ten mills into liquidation and henoe the public has to suffer a loss from 
two to three crores of rupees. We quote some of them. .The enclosed balance sheet of 
the Saraspur Mills is for the year ending December 1022. Jt was issued in 1923. The 
company had been able to show a decent profit after allowing full depreciation and had 
declared a dividend of Bs. 70 per one share of Rs. 100 which was inoreased to Bs. 77 in 
the general meeting of the share-holders. This shows the strong financial position of 
the company. The company had to its credit a sum of Bs. 18| lakhs including the capital 
and reserve and in the assets there was a block of Bs. 13$ lakhs after deducting depre¬ 
ciation leaving a balance of Rs. 5 lakhs to be employed in the management. In spite 
of this faot the agents borrowed deposits and pocketed Bs. 37 lakhs and put the company 
into liquidation in the year 1924 and thus the creditors and the share-holders had to suffer 
very heavy losses. The following others followed suit. The Edward Mills, The Whittle 
Mills, The Viramgam Mills, The Ahmedabad Swadeshi Mills, The Asarva Mills, The 
Viramgam Alfred Mills, The Kalol Kapadia and the Surat Industrial Mills. We had 
submitted some of the balance sheets of these mills when we gave our oral evidence and 
horewith we send the balance sheets of the Viramgam Spinning, the Saraspur Mills and 
the Asarva Mills and for the rest you will apply to tho proper place (i.e., the liquidator). 

4. Some of the agents through their greed for inoreased commissions have extended 
the mills and havo thus pushed the company into indebtedness. So the shareholders 
do not get a proper dividend and there remains a lurking danger of the company being 
wound up. We quote the following examplo together with its balance-sheet. The 
Ahmedabad Calico Mills had a surplus of Bs. 30 lakhs which vanished and brought in 
its stead indebtedness to the extent of Bs. 26 lakhs as the mill was extended. As a result 
the share-holders get a meagre dividend of Rs. 18 instead of Rs. 126 and the agents 
commission swelled to Rs. 2 lakhs and 62,000. It is more than the Viceroy 
gets. The rate of charging the commission has also increased and at present stands 
at 4 per cent. How can the mill be expected to show a better result with this enormous 
commission f If commissions were charged on profit basis since the year 1924, there 
would have remained very little need to ask for help from the Government and the mills 
would have been able to distribute good dividends and the present state of depression 
would not have arisen. In a similar way tho Aryodaya Ginning Mills and the Ahmedabad 
City Mills have been extended having incurred debts and hence they show poor results 
which will be seen from the accompanying balance-sheets. 

5. Somo of the agents open shops to sell cotton, stores and cloth having their relatives 
as partners and naturally the agents claim the lion’s share in the business. The mills 
suffer a loss to the extent of 6 per cent, to 7 per cent, as the agents cannot be just to both 
the parties. They engage high-salaried relatives for jobs which they themselves should 
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fulfil. These officials should be paid out of the agent’s commission and not from the funds 
of the company. These jobs are oreated because the agent has to care for hiB other busi¬ 
ness or if he has to move to other plaoes or if the agent be an inexperienced minor. Hence 
it is our strong desire that they be paid out from the agent’s commission. 

6. The subject of commission is of vital importance. If the Government through 
legislation changes this system into that on profit basis which is current at Bombay and 
other places, the mill industry will certainly improve and the public be saved from 
further losses. Tf commissions are oharged on profit the agents will have a stimulus to earn 
more and will be more careful in the internal management and will work economically. 
Since the year 1917, commissions are enormous and they play an important part in the 
present depression of the industry. It has been increased to 4 per cent, on sale of cloth 
from 3 pies per ib. on either production or sale, hence from twenty thousand it swells 
to eighty thousand w to one lac of rupees. We quote some of the examples with their 
balance-sheets. You will refer to the balance sheets of the various years, we mention 
herein. 

In the case of the Saraugpur Mills in 1914 it was Rs. 31,000 and in the yoar 1922 it came 
to Rs. 1,20,000 at rate of 3J per cent. 

fn the case of the New Maneokchowk Mills in 1912 it was Rs. 29,900 and in 1922 it 
amounted to Rs. 93,300 at the rate of 3| per cent. 

In the Ahmedabad Now Cotton Mills in 1913 it was about Rs. 32,000 per 3 pies per lb. 
and in 1924 it arrives at Rs. 1,20,000 at the rate of 3J per cent. 

In the case of the Himabhai Mills in 1912'at the rate of 3 pies pe$ lb. it was Rs. 13,924 
and in 1924 it amounted to Rs. 70,000 at the rate of 4 per cent. 

In the Rajnagar Mills in 1912 it was Rs. 29,700 at the rate of 3 pies per lb. while it has 
been increased to 1,25,000 at the rate of 3 per cent. 

In the case of the Purushottam Mills in 1923 it amounted to Rs. 19,600 at the rate of 

3 pies per lb. while in the oase of the Bharatkhand Cotton Mills having the same number 
of spindles and looms it came to Rs. 92,000. These two mills are compared because we 
cannot obtain the balance sheet of the Bharatkhand mills for the year 1912. In the case 
of the Commercial Mills having an equal number of looms and spindles tho commission 
amounted to Rs. 98,800 on 3| per cent, basis. 

In the case of the City of Ahmedabad Mills which has 20,000 spindles and 400 looms 
the commission amounted to Rs. 82,000 in 1924 while it distributed Rs. 32,000 as dividend 
to share-holders. Through the extension of the mills due to the agent’s greed the company 
has incurred a big debt and hence oan not earn satisfactorily. In 1925 tho company 
made a profit of Rs. 2,000 only, while the agent’s commission stood at Rs. 74,000 from 
which the agent relinquished Rs. 24,000 for the distribution of a dividend according 
to the terms of the deed, and the rest, i.e., Rs. 50,000 he accounted for himself. No 
depreciation was allowed and there is a debt of Rs. 13 lakhs to tho company. 

In the case of the Ramkrishna Mills the rate of commission is 5 per cent, and in 1924 
it amounts to Rs. 94,000. It has only 400 looms with no spindles. The Vivekanand 
Mills falls into this same category. 

In the Aryodaya Spinning Mills having 40,000 spindlos and 1,200 looms the present 
commission is Rs. 68,000 at the rate of 3 pies per lb. 

In the case of the Raipur Mills having 36,000 spindleB and 850 looms the commission 
amounts to Rs. 1,99,000 in the year 1924 at the rate of 3| per cent. 

In the oase of the Asoka Mills having 26,600 spindles and 600 looms the commission 
amounted to Rs. 1,73,000 in tho year 1924 at tho rate of 4 per cent. 

For all the above facts you will refer tho balance sheets we are sending herewith. 

Due to these heavy commissions the agent having more than one mill to manage excels 
in income even tho Viceroy. The commissions are increased since the year 1917. Tho 
agents do not forego any part of their- commissions and hardly any such opportunity arises. 
This system ruins the public and makes only a few rich and is one of tho present causes 
of depression. If you will cast a glance at the balance sheets of the year 1917 and after 
you will be convinced in what a big proportion the commissions have increased. In the 
case of the Motilal Hiralal Spinning Mill the commission was increased from 3 pies to 

4 per cent, against which ono of the shareholders filed a suit and judgment was delivered 
by the court of 13th September 1926 annulling the increase. So the government should 
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come to the holp of the shareholders and through legislation force the agents to restore 
their rates of commission to its former level and refund these extra sums to the various 
companies which they have taken illegally. A single share-holder eannot fight out the 
case against wealthy mill-agents, so there is a dire need for Government intervention. If 
commissions are charged on the profit basis according to our desire, the industry will 
certainly improve and the agents will be forced to work with all their zeal and the public 
ho saved from ruin. You will. Sirs, we earnestly hope, move in this matter and make 
a strong recommendation for the removal of the grievance in your report to the Govern¬ 
ment. 

7. At present batanoe shoots are not issued in details in ordor to keep the share-holders 
ignorant of real facts. They have loft off the practice of showing the details in support 
of which wo send balance shoots of the year 1915 and 1916. Further it has become a 
general rule to publish balance-sheets very late. One for the year ending December 
1926 which ought to he issued in March 1926 is actually- sent to the share-holders in 
August or September 1926. The dividend is also distributed in August or September,, 
while the agent takes his commission as soon as the official year of tho company ends. 
You will. Sirs, recommend the showing of balance-sheets in details and that the same be 
issued earlier. 

8. Tho following Mills charge at rates of commissions as below-mentioned :— 

5 per cent. The Ramkrishna Mills. The Vivekanand Mills- 

4 per cent. The Ahmodabad Calico Manufacturing, The Asoka Mills, The Silver 
Cotton Mills, The Bharat Laxmi Cotton Mills, The Ahmedabad Sarangpur Mills. 
The KaisurM-hind Mills, The Hiraabhai Mills, The Marsdcn Mills and the Waste 
Cotton Mills. 

The rest charge at rato of 3 per cent, to 3£ por cent. 

We have supplied you with the list of mills which increased their commissions during 
the time, when wo gave our written statement first. The Government have abolished 
the excise duty and has thus favoured the mills with an amount of two crores of rupees 
while the agents cannot forego a part of commissions which is but increased only five or 
six years ago. So, Sirs, if commissions on profits basiB bo introduced at tho rate of ten. 
per cent, on profits just as agents in Bombay do, these agonts will take an extra interest 
in the management, will cut their expenses and show an appreciable result. The mills 
will he able to stand against the Japanese competition and there will not remain any 
neod for a bounty or protection. 

9. Some five or soven mills in Ahmedabad have earned considerable amounts during 
prosperous times and have formed good reserves and show a surplus of moro than twenty 
lakhs. Now some of these agonts intend to make use of these reserves to create another 
mill besides the old one and one of them has actually laid a foundation for tho same with 
the sole aim to have his commission increased. The directors are their own toys and so 
without taking the permission of the share-holders they push their interests very far. 
The following mills have a surplus as denoted:—The Sarangpur Cotton Mills 27 lacs. 
The New Cotton Mills 15 lacs. The Raipur Mills 7 lacs. Over and abovo this there is 
a profit of 6 to 7 lacs in the stock-in-trade shown in the last balance-sheet. If the Gov¬ 
ernment will not interfere in this matter theso agents for their benefit will ruin these 
mills with good reserves and run them into indebtedness. So if commissions were charged 
on profits, this activity of the agents will die. The following mills have good reserves. 
The Sarangpur Cotton Mills, The Ahmedabad New Cotton Mills and tho Raipur Mills. 
There are others of this typo, but we have not been able to procure their balance-sheets. 

Finally we beg to say that you will, Sirs, take into consideration the above facts and 
+ri i8t that you will recommend what you think best. 
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Witness No. 88 

Mr. B. C. SUTAHIA, AHMEDABAD 

Wrilten Statement dated August 1926 
Section I 
General 

1. The present depression has specially affected Bombay and has generally effected 
Ahmedabad and up-country centres. 

2. The present depression is due to the operation of world factors and specially due 
to the competition with Japanese goods and to exchange. 

3. If the exchange is not improved the present condition will remain the same or 
perhaps it may become still worse. Just now the Currency Committee Report has been 
published and it has been settled at Is. 6 d. This will have .bad effects on the present 
depression. 

4. The price of raw cotton depends upon the American cotton market and the price 
of yarn and piece-goods depends upon world markets. If Indian mills are not helped 
by the Government the mills will be compelled 'to close down on account of undue 
disadvantage of exchange and Japanese competition. 

5. Most of the Bombay mills are selling at a loss and some of the Ahmedabad mills 
are also doing the same. I do not know the condition of the up-country mills. 

6. If the price of the raw cotton is decreased the price of piece-goods is sure to decrease? 

8. Labour is generally doubled and the prioes of mill-stores aTe high. The price 
of doth has gone down a little due to the fall in the price of cotton but the result is not 
satisfactory due to above reasons. 

9. Undoubtedly, there has been a fall in the purchasing power of the ryot sinoe the 
war. Formerly there was a calculation of 12£ yards per head, now it has gone down to 
7$ yards per head (this can be seen in the columns of Savj Vartman of 6th August 1926 
as stated by Sir Victor Sassoon). 

10. We do not agree that owing to low prices of gold and silver, consumers prefer 
to invest their savings in the precious metals and restrict their purnhases of cloth to a 
minimum. The reason is general poverty prevailing throughout the country. 

Section II 

13. There is some effect in the loss of the Chinese market for yarn, but now-a-days 
most of the spinning mills of India have opened weaving works side by side and thus 
oonsume their manufacture of yam. The present depression is due to foreign competition, 
scarcity and dearness of freight and reasons stated above. It is not due to the expansion 
of the weaving industry in India as the expansion has been very small in comparison, 
to the growing needs of a vast and thickly populated country like India. 

14. The present depression in the industry is specially due to the increasing competition 
both in regard to quantity and price of imported yarn and piece goods from Japan and 
piece-goods only from other countries. 

16. Yams below 40s compete with the production of Indian mills. Chiton, shirting 
and other manufactures below 40s compete with Indian mills, specially coming from 
Japan. 

19. Even though the import of yarn be less than 1 • 3 per cent, of the production of 
mills it will have its serious effect upon the Indian industry, because imported goods 
are cheaper than the production of this country and the cheaper goods have more effect 
upon the market and I think the percentage will surely inorease. 

20. We accept the view that before the war not more than 3 per cent, of the imports 
of the piece-goods from the United Kingdom competed directly with the production of 
Indian mills and that since the war the percentage has not been more than one per cent. 

21. Seventy per cent, of imports of piece-goods from Japan compete directly with 
the production of Indian mills. The percentage may be still more. 

23. The import of piece-goods into India from the United Kingdom, Japan, Italy 
and other countries may increase, if the imported goods be cheaper. 

24. The competition of Japanese goods will depend chiefly upon its price and the 
price of the goods from other countries. The competition may still increase if the price 
of the Japanese goods remain cheap as it now is. 
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26. It c flange remains at la. 6 d. the competition of piece-goods from the United 
Kingdom .11 certainly increase. The same condition can be oxpeoted of other countries 
accordir .o their exchange. 

27. If the rupee is stabilised at Is. 6 d. the Indian mill industry will have to suffer a 
<?rea' eal. 

i . The more assistance is given to the mill industry the more it will flourish. 

31. If the exporting countries pay more attention to requirements and preferences 
of Indian middlemen and consumers they can increase their export business. 

32. Japan manufactures goods according to the requirements of India and keeps 
prices cheaper than Indian-made goods and therefore they are able to increase their 
export business. 

33. Sheeting (16 x 16) has been stopped by Japanese competition. Rangati Takas 
(16 x 20) compete strongly with Indian-made cloth of that kind. Now susi made in twill 
has begun to compete with Indian-made ausis. 

34. Now-a-days India is paying attention to the manufacture of finer qualities and 
people prefer Indian-made finer goods to foreign made. But if the foreign manufacture 
is cheaper than Indian manufacture, people will prefer foreign manufacture. 

Section III 
Internal competition 

36. New mills established up-country do not specially compete with Ahmedabad 
or Bombay mills. 

36. Bombay is a port. Its foreign requirements arc cheaper. It can get coal and 
now electricity at cheaper rates. It has special rates for importing necessary materials 
from up-country, and exporting its manufactures to the country. It is given facility 
in freight for exporting to foreign markots such as China, Burma, Egypt and other parts 
it can get some advantage. Commission on profits is not burdensome. 

37. No special advantage. There are misoollaneous advantages. They can’t effeot 
the industry. 

38. On the contrary duty on foreign yam is burdensome to the handloom industry, 
because imported foreign yarn is specially used by haudloomB and of such counts which 
India is not manufacturing now and will not be able to supply according to their require¬ 
ments for, a very long time. Of course oounts below 30 or 40 can compete to a certain 
extent. 

39. Hand spun yarn is insignificant. Handloom piece-goods arc of different 
kinds. 

1. Khadi of 10s count. 

2. Khadi of 20s count. 

3. Carpets of below 10s. 

4. Silken cloth. 

6. Fine dhoti, sadi and some embroidery work of 50s, 70s, 80s, 100s and some 
still finer to 150s and 200s even. 

Section IV 
Mill management 

41. The managing agency system though defective is workable in India, and any 
substitute for it will bring about a great revolution. But the following safeguard is 
necessary 

No hereditary agency system and no debt on block accounts should be allowed. 

t 

42. In Bombay managing agents charge commission on profits. In Ahmedabad 
agents charge commission on the price of sale and some on weight of manufactured 
goods. I prefer commission on profits generally. 

43. Different mills have different systems. Bombay mill agents receive an allowance 
or office expenses. Many agents charge a minimum commission irrespective of profits 
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Section V 
Mill Finance 

46. The present depression has nothing to do with over-capitalisation or under 
capitalisation. 

46. Not specially. Examples here are the Asoka mills and the Marsden milk. 

47. Not the least. 

49. In Ahmedabad small deposits are accepted. In Bombay no such deposits are 
acoepted. I do not know about up-country mills. This system is not so sound. Govern¬ 
ment must ask the Imperial Bank to lend necessary working capital to the mills at bank 
rates after taking full security. 

50. Not so much. If there is such a practice anywhere it is not advisable. 

61. They experience some difficulty in obtaining finance. 

52. Not more than 8 per cent, in India. 

Section VI— Costs op Production 
A — General 

63. Sixteen thousand spindles and 300 looms or 16,000 spindles and 200 looms 
for a weaving shed only. Ten blocks for 15,000 spindles and 300 looms. Rs. 7,00,000 
for 15,000 spindles and Rs. 2,50,000 for 200 looms. There will not be much difference 
in Bombay or Ahmedabad. 

In 1914 Rs. 36 por spindle. 

In 1926 Rs. 50 per spindle, 

64. Many mills are conducive to economical working in Bombay and Ahmedabad 
and up-country. 

69. Bombay can spin 22s from cotton from which Ahmedabad can only spin 20s. 

B — Raw Material 

60. Ahmedabad mill agents buy cotton from adatias who open their shops in cotton 
districts under the supervision of their own men. They give only adat but not middleman 
profit. I do not know about Bombay, Lancashire or Japan. 

61. Speculative purchases have nothing to do with the present depression. I cannot 
suggest how the element of speculation could be reduced. But I can suggest that cotton 
and yarn and other requirements purchased for mill purposes should not be sold either 
at a profit or a loss ; and if suoh sales arc necessary a special item of profit and loss should 
be shown in the balanco-sheet; and this should be done with the i-anction of the board 
of directors. Without the sanction of the board of directors they should not be allowed 
such a transaction. 

62. I do not agree that the prices at which cotton is purchased by Indian mills are 
often higher than prices paid for cotton for export. Those who can advance money to 
cultivators and buy cotton direct from thorn can generally get it cheaper than those who 
buy from merchants. 

63. The present depression has nothing to do with the purchase of cotton at prices 
higher or lower than those now prevailing. 

C—Labour 

64. I agree with tho Bombay Millowners' Association that the presont increased cost 
of manufacture is due to the highor wages of labour as compared with pre-war years. 
That equally applies to Ahmedabad. 

65. They distributed a larger bonus to operatives when they earned more but 
there was no unduly large distribution of bonus. It has no special effect in the present 
depression of the industry. 

66. Weaving production has not suffered as a result of the reduction in the hours 
of labour. Spinning production has suffered to a certain extent. In a twelve hours 
day 6 to 7 ounces por spindle of 20s yam can be spun while in a ten hours day 6 to 
61 lbs of 20s yam can be spun. 

72. The budli system affects to a certain extent the efficiency of labour. 
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74. The labour supply in Ahmed&bad is ample. Bonuses and provident funds are 
not common. The grant of long service bonuses and institution of provident funds 
can secure continuity of labour. 

70. Ahmedabad mills do not supply houses to labourers. Improved housing conditions 
would result in an improvement in the efficiency of labour. 

76. The efficiency of labour oould be improved by increasing facilities for technical 
education. 

77. Generally wages in the cotton textile industry are higher than those in other 
industries in India. 

78. There is no marked change in the standard of living of operatives since the war. 

81. I cannot accept the figures givon by Bombay Millowners’ Association. But I 
generally agree with them that double shifting will reduce costR of production. 

82. Double shifting may be possible but not advisable. 

83. Legislation in recent years has not affected the cost of production. 

D — Overhead Charges 

84. Looal taxation in Ahmedabad is only compulsory w^ter tax, at 21 per cent, on 
the rental valuation of the mills if they have no water connection. If they have water 
connection Re. 0-8-0 per 1,000 gallons of water consumed with a minimum equivalent 
to 21 per cent, more on rental valuation. 

Drainage tax is oharged for actual water drained and not on rental value, this is the 
practice for the wholo city. 

85. Insurance is affected for safety against fire. The present method is satisfactory. 

86. The correot percentage for depreciation should be 5 per cent, on machinery and 
21 per cent, on buildings. Depreciation may be utilised for replacing old machinery 
as well as putting in new machinery. Depreciation should be reckoned as a charge 
on the cost of production and not as a charge on profits. 

Nearly all the mills practise the above method. Sometimes if they do not earn 
sufficient to give tho necessary dividends they do not put asido a sufficient sum for the 
depreciation. 

87. Cotton is valued at cost price or bazaar price if tho cost price is highor than 
the bazaar price. Stores are valued at cost price, and manufactured goods at less than 
aotual selling price. Thero is no independent valuation. 

Auditors are contented with certificates from the managing agents. 

88. Audit of mill accounts is yearly generally. I would prefer half-yearly audited 
balanoe-sheets just like the juto mills of Calcutta. Thoso balance-sheets must be 
published within one month after the expiry of that period. 

E—Sales 

89. Different systems are adopted by mills in selling their products— 

1. Local brokers get | per cent, on sale proceeds. 

2. Commisdcn agents get 1 to 2 per cent, on sale proceeds. 

3. Different commission agents selling in consuming centres get to 2 
per cent. 

90. Long oredit sales arc not prevalent. 

92. Cloth merchants may experience some difficulty in obtoining finance. But this 
being temporary its offect on the depression will not last long. 

F—Transport 

95 Railway freights have been inoreased according to the following table :— 



Pre-war time 

In 1926- 


Rs a. p. 

Rs. a. p. 

Nagpur 

.. 1 12 0 

2 4 0 

Bombay 

0 13 6 

1 J 6 

Calcutta 

1 13 0 

2 10 8 

Madras 

1 13 0 

2 10 8 
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Section VII— Suggestions as to Remedial Measures 

(a) Suggestions put forward by the Bombay M. 0. A. 

96. Generally I favour abolition of Custom duty on machinery, on mill stores and 
other materials used in mills. This will save a few thousand rupees. 

97. I prefer the abolition of the company inoome-tax instead of company super-tax. 

98. I recommend the abolition of town duty of Re. 1 per bale in Bombay. 

99. There are no railway facilities for the movement of ootton, yarn or piece-goods. 
On the contrary there are many inconveniences. I suggest the following improvements : 

(1) The railway must issue a temporary receipt for the goods on the very day 
that they get them in the compound. 

(2) A formal receipt must be issued on the next day. 

(3) Railway freights must be reduced to a certain extent. 

(4) Freight, at railway risk should not be more than 10 per oent. higher than at 
owner’s risk. 

(6) All kinds of goods must be accepted at R. R. Under different pretences they do 
not accept them now. 

(6) In the rainy season they mark “ wet by rain and mud" on any bale, whether 
it may be wet or not. They do not hear our complaints. 

(7) All goods must be sent in covered wagons. 

100. There is much force in the argument for reducing railway freight on ootton, 
yarn and piece-goods. 

101. The Government of India must help the industry by negotiating with steam¬ 
ship companies to reduce shipping rates from Bombay to all portB. I cannot give a 
comparative statement. 

102. Trade Commissioners, if appointed, can help the export trade of India. 

104. I am in favour of an additional duty to be imposed on yarn and piece-goods 
imported from foreign countries which compete with Indian manufacture I am not 
in favour of imposing additional duty only on Japan nor on all imports; but 1 am in 
favour of imposing additional duty on yarn below 30s or not above 40s and on piece- 
goods manufactured from below 30s or 40s. There should be no duty whatsoever on 
yarn above 40s, as the manufacture of this count and above is not much in comparison 
with the import of that kind, and because those counts and above are specially used by 
handlooms. This industry must not suffer. 

105. From time to time we shall have to consider about this additioifol duty. 

106. This will not affect the cost of the middle and lower classos. 

107. I do not propose to impose additional duty on all kinds of yarn and piece-goods 
so there is no fear of any undue inorease in the selling price. Still if there be any undue 
increase Government can take necessary steps by reconsidering the additional duty. 

108. Internal competition between Indian mills would operate to restrict the increase 
in the prioe of yarn and cloth throughout the whole of India. 

109. I am not in favour of any duty on yarn. I am in favour of additional duty on 
piece-goods where necessary. So there is no fear of any increase in the price of yam 
and cloth to consumers. 

110. There is no special rise in the price by 11 per cent, import duty, as we are handi¬ 
capped by the policy of exchange to the extent of 12J per cent, nearly. 

111. If there is no duty on yarn and if there is an extra duty on cloth, it would not 
act as a restriction on the consumption of yarn and cloth. I agree with the idea of the 
Bombay Millowners’ Association that the consumption of cloth in India has not been 
increased according to the inorease in the population. 

112. If there is no duty on yarn there will be no effect on overseas markets, as the 
export trade of India in piece-goods is not so much. 

113. I am dead against any duty on yam. Still if necessary a certain amount of 
duty may be imposed on yarn below 30s. 

115. The present 11 per cent, and an additional 13 per oent. will be quite sufficient 
for the protection of the cotton textile industry. 
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(4) Other Suggestions 

116. I am not in favour of any export duty on cotton. By the exchange of 1*. G d. 
cultivators have to suffer much in price and by an export duty their position would be 
still worse. 

117. Iam not in favour of any duty on cotton. 

118. It is necessary to make some arrangement with the Imperial Bank of India to 
lend money with full security to the mills at bank rate specially on stock. 

119. If the millowners combine in the purohase of cotton, etc., the posit : on of the 
industry can be improved. Standardization of lines and prices is not possible as there 
is always competition in manufacture and in sales. 

120. There cannot bo any effect on the condition of the industry by spinning finer 
counts, t.c., above 30. in India. 

121. Indian mills are not equipped for specialisation. This policy is not possible, as 
every now and then the demand is changed from one kind to another kind. 

122. Mills are paying due attention to different markets such as Calcutta, Madras, 
Bombay, Cawnpore, Delhi, the Punjab, eto. 

123. Mills are paying due attention to bleached and dyed goods and tho manu¬ 
facture of blankets from waste. The manufacture of printed goods is very coBtly. 

124. The remission of the excise duty has not benefited the industry at all, as the 
prico of piece-goods has decreased to that extent as the demand was very poor. Its 
effect will bo felt more in future. 
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Witnass No. 88 

MR. B C SUTARIA, AHMEDABAD 

Oral Evidence recorded al Ahmedabad on 16lh September 1926 

President. —The first question I should like to ask you, Mr. Sutaria, is what is your 
exact connection with the cotton textile industry ! 

A. I am a cloth merohant. 1 buy cloth from the mills direotly. I was a selling agent 
for the Ramkrishna and Vivckantind Mills. 

Q. Is the Vivek&nand an Ahmedabad Mill T 

A. It is a weaving shed. Now I am not working since the last six months. 

Q. You have retired t 

A. Yes. I am managing my own business. 

Q. What is your business ? 

A. Cloth business. 

Q. What goods do you deal in ? 

A. All kinds of mill made goods. 

Q. Do you deal in any imported piecegoods ? 

A. No. 

Q. Have you any experience of them 1 

A. Not the least. 

Q. I suppose you have a certain amount of knowledge of the extent to which they come 
into the Ahmedabad market. Are any imported piecegoods coming into the Ahmedabad 
market f 

A. Japanese “ ohiton ”—sheetings made out of 20s warp and 16e weft, 37 or >40 yards in 
length. 

Q. You say some of the Ahmedabad mills aro Belling at a loss. “ Most of the Bombay 
mills are selling at a loss and 6ome of the Ahmedabad mills are also doing the same.’’ 
Would you Bay therefore that there are fewer Ahmedabad millR selling at a loss than the 
Bombay mills ? 

A. In Bombay, many mills arc selling at a loss. 

Mr. Subba Rao. —Not so many here as in Bombay ? 

A. No. Ahmedabad is in a better position than Bombay. 

President. —What is the reason for that ? 

A. In Bombay the merchants are a separate party in the home market and in Calcutta 
and other centres they are another party. Thcro the outside merchants won’t get any 
goods from the mills directly. Here they can get directly from the mills. Here the 
merchants and exporters are one party. I am both a merchant and an exporter, and I 
export to Madras, Calcutta and other plaoes. Here we are charging only 12 annas per 
hundred rupees. That is our commission. Wo buy goods directly from the mills. Here 
the profit goes into the pockets of the mills. In Bombay the middlemen’s profit is 
increased. 

Q. Why does that make so much difference ? 

A. Suppose Bombay mills sell 500 bales of one kind to the merohant and that merchant 
'sells his goods to the exporter. His profit will bo increased. 

Q. But that can hardly be the only reason why Bombay is selling at a loss as compared 
with Ahmedabad. There must be other reasons. 

A. If a merchant buys 500 bales, he will keep a margin of 2 or 3 per oent. 

Q. He sells through the commission agents ! 

A. Commission agents as well as tho exporters. 

Q. To whom do they sell ? 

A. They sell to tho merchants in Bombay and the merchants sell to the exporters. 

Q; You mean they have got an extra commission to pay in Bombay f 

A. Yes. 

Q. But that cannot be the only reason why Ahmedabad should be better off than 
Bombay. 

A. That is the system from the beginning. 

422—30 



Q. But it oannot be the only reason. There must be some other reasons wny Crimea- 
abad is in a better position than Bombay. 

A. The agents give attention daily here. They attend the mills daily. They come in 
contact with merchants. 

Raja Hari Kishan Kaul. —Are you interested in any of the weaving sheds ? 

’A. No. 

Q. You have no longer any interest ? 

A. No. My brother is the selling agent and I am helping him. 

Q, Yon say that the consumption of cloth has fallen from 12J yards to yards. That 
is not oorroct, because the present consumption of cloth is about 11 yards, if we leave out 
of account the cloth produced by the hand looms, so that the difference ir not so great. 

A. I have taken these figures from Sir Victor Sassoon. 

Q. They are not correct. What is this “ rangati takas ” ? 

A. It is for dyeing purposes. 

Mr. Majmudar. —How do you know that the Bombay mills sell at a loss ? 

A. From the balance sheets. 

Q. You are judging from the results ? 

A. Yes. 

Q. How do you know about Ahmedabad ? 

A. From their balance sheets. 

Q. At present are they selling at a profit or at a loss ? 

A. Some of the mills may be selling at a loss. 

Q. Have you any direct knowledge ? 

A. I have direot knowledge. I am always buying cloth from the mills. They are 
getting Rs. 1-3-0 in 20 and 30 counts cloth and they are selling at one anna or i anna 
profit. Those who are selling at less than Rs. 1-2-0 are selling at a loss. 

Q. Have you a fair idea about the cost of manufacture, as to what it costs to the mills 
to manufacture cloth 1 

A. I cannot say as to what the aotual cost to them is. But I guess it, as oertain 
managers of good mills tell me what tho cost price is. I compare the price with that in 
the other mills and judge from that as to whether mills are selling at a profit or 
at a loss. 

President. —In answer to Question 20, you say ‘ wc accept the view that before the war 
not more than 3 per cent, of the imports of the piecegoods from the United Kingdom 
competed directly with the production of Indian mills and that since the war the per¬ 
centage has not been more than one per cent. ’ What are your grounds for accepting 
that view ? 

A. I might have taken this from the papers. 

Q. We want somebody who can confirm the figures in the papers. 

A. The goods from the United Kingdom are different from the mill made goods 
here. 

Q. You say 1 sheeting (18s warp and 16s weft) has been stopped by Japanese competi¬ 
tion. Surely a good doal of it is still being made by the Indian mills. 

A. In Ahmedabad it has already been stopped. 

Q. Did they ever make it ? 

A. I think they are not making it now. Formerly they were manufacturing, bofore 
the war time. 

Q. They were never making very muoh of it, 

A. Now they arc not manufacturing. 

Q. Were they ever making much of it ? 

A. They were formerly manufacturing it in large quantities. 

Q. You say they have given it up ? 

A. Yes ; it has been reduced to a great extent. 

Raja Hari Kishan Kaul —You say IGs x 16s has boen given up. Why? Was it 
because some other superior cloth began to compete with it ? 

A. Because Japanese goods wore better in quality and cheaper in prices. 

Q. Japanese goods which can be used for the same purpose are superior in quality and 
cheaper in price V 

A. Yes. 
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Q. What about “ rangati takas” ? 

A. It means some dyed pieces. Here are some samples of the Japanese goods. 
No. 502 (striped shirting) manufactured by Maruima Mcnpn Kabushiki Kaisha. It is 
a 30 yards piece competing with Ahmedabad and Bombay mills. It is sold for Rs. 8-12-0. 

(The witness produced certain samples). 

(J- In reply to Question 13 you say ‘ The present depression is duo to foreign competition, 
scarcity and dearness of freight and reasons stated above We have been told that the 
depression in Ahmedabad is not due to foreign competition but is due to internal mis¬ 
management. 

A. I cannot say about mismanagement. 1 do not know about it. 

Q. You do not think it is due to mismanagement ? 

A. I do not know. 

Q. You oannot express any views on it-! 

A. I cannot express any views about tho mismanagement. Regarding the expansion 
of the mills, still India can have more mills and they can'manufacture more goods. 

Q. There is a limit to the fineness of the cloth whioh the Indian mills can produce and 
there is a great deal of fino cloth imported from outside. As long as the Indian mills can¬ 
not produce cloth of that fineness the scope for fine cloth cannot be considered un¬ 
limited. 

A. I do not agree. They can manufacture all counts of cloth. We import cloth 
from 30s to 40«—dhoties -30s warp and 40s weft. Wo can also manufacture it in Indio. 

Q. Have you ever tried to work out how much demand there is for fine cloth above 
30s and 40« ? 

A. There is a small demand. Not so much. 

Q. You think the imports from the United Kingdom are mostly of those oounts, in-, 
30s to 40s. 

A. Yes 

Q. To that extent can the demand be met by Indian mills ? 

A. I oannot say. 

Q. You are manufacturing cloth higher than 30s to 40s ? 

A. Very little. 

Q. So to that extent the Indian mills are at present not equipped to meet the 
demand ? 

A. Yes. 

Q. I just want to clear up this point. In answer to Question 32, you say that Japan 
manufactures goods according to the requirements of India and keeps prices cheaper 
than Indian made goods and therefore they are able to increase their export business. 
Do I understand you to mean that whenever an Indian mill manufactures a particular 
sort whioh becomes popular, tho Japanese begin to import cloth which is finer in quality 
than that cloth ? 

A. I can explain that. Here are some samples. This kind of cloth was manufactured 
in the beginning by the Asoka Mill and they were selling at a very good price- -Rs. 9-4-0 
or something like that. 

Q. What counts were used ? 

A. 20»to 30s. And this quality is now manufactured by Japan. It is a good quality, 
it is durable and it is cheap. It is made of 30*. And now this kind of cloth is so popular 
throughout India, in Nagpur, in Muzaffarpur, Caloutta, Bombay and throughout Berar 
I am exporting goods to Berar and I am visiting e»oh and every village and see that 
every shopkeeper buys it, and they have stopped buying this kind of cloth from 
Ahmedabad. 

Q. We were told that this was of a slightly higher count. 

A. (Showing the sample) This is coarser. 

Q. What it comes to is that the Japanese are sending out a cheaper variety which is 
superior in quality and which the people prefer to the local manufacture ? 

A. Quite so. 

Mr. Majmuiiar. —In answer to Que-tion 30, you say that the more assistance is given 
to the mill industry the more it will flourish ? • 

A. It may be supporting the industry. 

Q. To what extent ? You could go on giving anything the industry asks for ? 

A. No. Regarding this exchange question if they are all suffering on account of the 
exchange policy, t.he import duty must be increased to that extent. A second thing is 
mo Y 422—30 a 
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when they are in want of money they do not got it from the Imperial Bank. Here the 
Imperial Bank ig very reserved. 

Q. The only thing that I wanted to know was as to whether you suggest a very high 
duty ? • 

A. A high duty, and assistance ill regard to money what kind of assistance ean be 
given by the Government. 

Q. Then in regard to Question 33 ean you give us the prioe of theso Bheetings tor 
1924-25 and now and how many qualities were manufactured J 

A. 1 cannot give you the price just now. 

Q. You will get it afterwards 1 

A. Yes. 

Q. So the Japanese sheetings came during the years 1924 and 1925 also 

A. It was introduced during the war time—ton ygars bank. It was in 1910 that 
Japanese sheetings were first introdueed in Ahmedabad. 

President. When prices were vpry high 

A. When the prices of the Indian raado and foreign made goods were very high, it 
was introduced by Japan at a very low price. Thore was a difference per piece of Ks. 2 
or Rs. 3. It was atonoe very popular among the printers and now they are using the 
same Japanese goods though our goods are equal in prioe. 

Mr Majmudar .—What was the position in 1924-25 1 Wore the mills in Ahmedabad 
manufacturing those qualities ? 

A. They were manufacturing, but in very small quantities, beoauso tho demand for 
Japaneso goods was very great. 

Q. ow did the prices compare in 1024-25 ! 

A. In tho beginning there was a difference of Rs. 2. Now the prioe is nearly equal and 
in some eases 2 annas or 4 annas more. 

Q. Do the Japaneso sell at a higher rate ? 

A. No. 

Q. It is popular even at a higher rate ? 

A. Yes, because the quality is good. It is likod by tho customers. 

Mr. Subba if aa—They have got used to it ? 

A. Yes. In printing they use less colour. 

Mr, Majmudar .—The Japanese doth requires loss colonr in printing than the Indian 
make ? 

A. Yes. I have got this knowledge from the r.heepas I asked them why they preferred 
this and they say it requires less colour. 

Q. Can you get us printed samples of both ? 

A. Yes, of Japanese and Indian. 

Q. What is the weight of theso Japanese trusis and the Asoka Mill xusis of 20» 
and 30s ? 

A. The Japanese weight is 8 16s. 

Q. And that of tho Asoka Mills ? 

A. I do not remember the weight. 

Ilaja Hari Kishan Noid. -The width is not the same T 

A. Nearly the same. 

Mr. Majmudar .—•Dimensions ? 

A. 27x24. This is 28x30. 

Q. It is but natural that cloth produced out of coarser oounts is oheaper than the olotb 
produced out of 20s and 30s. 

A. People like this quality. 

Q. Because it is coarser ? The coarser cloth is always cheaper. 

A. Yes. 

Q. Therefore it is no wonder that the Japanese cloth is cheeper than the Asoka Mills 
cloth. I do cot know the reed and piok, 

A. This is 8 lbs. in weight. 

Q. When the counts are coarser the prices are low. So you cannot complain that the 
Japanese are selling at a lower price. 

A. They oompete with this kind of cloth. 
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Q. Are there any mills producing any exact quality like this ? 

A. I do not know. I showed these samples to some of the mills. 

Raja Hari Kiahan Kavl —In*answer no Question 35, you sav ‘new mills established 
upcountry do not specially compete with Ahmedabad or Bombay mills.' Whom do they 
compete with ? 

A, They have got their markets and we have got our markets. 

Q. Don’t you send your goods to Cawnpore, Lahore and other places ? 

A. We are sending to Cawnpore. 

Q. Is there no competition there ? 

A. Not so much. 

Q. All the doth produced by them is sold in the market where you used to 
sell doth ? 

A. I think there is ample demand for Indian made goods if they are good in 
■quality. 

Q. What you mean is that their competition has no effect f 
A- .No effect on us in Ahmedabad or Bombay. 

Q. Then you say that Ahmedabad has no special advantage. Have you not got oheaper 
labour ? 

A. There is an increase of 100 per cent, sinoe the war. 

Q. Do you know what the rate in Bombay is ? 

A. Here one labourer gets Ks. 36 to 45 in a fortnight in a weaving shed. 

Q. You can perhaps tell us what the rate of interest is ? 

A. Not more than 6 per cent. 

PreMtient .—You say that in 1914 the cost per spindle of establishing an efficient mill 
in Ahmedabad was Rs. 35 and that it is now Rs. 50. Where do you get these figures 
from ? 

A. From the spinning master here. 

Q. Has it not gone up much moro than that 5 We were given to believe that it has 
gone up very much more than that. 

A. I asked him what will be the price now and what was the prioe before and I got 
these figures from him. 

Q. You have no personal experience of the inside of mills. You have no technical 
knowledge of the mills ? 

A. No. 

Q. All your evidence on this point of cost of production has been obtained from other 
■people ? 

A. From my friends. 

Mr Hajmudar .—You say “ 16,000 spindles and 300 looms or 15,000 spindles and 200 
looms for a weaving shed only ”. How have you arrived at these figures ? 

A. I have taken these figures from a spinning master. 

Q. But a spinning master does not know anything about weaving ? 

A, He said so. 

Q. You do not know how he has arrived at these figures'? 

A. No. 

President .—I think you got these figures of weaving production from tho Shri Rama 
Krishna Mills. 

A. Yes, Sir. I have so many times had talks with other agents and other spinning 
and weaving masters and they say there is not much difference in weaving by tho 
reduction of two hours. There is some difference. 

Q. You know all about Bales. That is your own special line. You say different systems 
are adopted by the mills in selling their products, and mention three systems,—selling 
through local brokers, through commission agents and through different commission 
agents selling in consuming centres. I want to know what the exact difference between 
these systems is. 

A. Here in Ahmedabad they are selling through the local broker giving only 6 to 8 
annas per cent. Some mills sell through commission agents. I was getting 2 per cent, 
as commission agent of Rama Krishna Mills. 

Q. You sold all their doth ? 

A. No. On the cloth I sold. They had one agent in Calcutta. They were selling in 
Calcutta. 
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Q. When they sell through the commission agents, do the commission agents on.y get 
commission 1 They do not get profit! 

A. No. 

Q. There is not much difference then if you are selling through a broker and selling 
through a commission agent ? 

A. There is no difference. Sometimes the commission agents get good prices and some- 
times the brokers. 

Q. Why do brokers get J per cent, commission and commission agents get 2 per 
oent. 1 ' 

A. Because the qommission agents have to inour other expenses. They have to keep 
an establishment at their expense. They have to go to Bombay and other oentres for 
selling their goods aud they have to inour all these expenses, "the local brokers have 
not to spend anything. 

Q. Who pays the commission ? 

A. The mills. 

Q. Not the buyer ? 

A. No, not the buyer. 

Q. So, if you sell a bale of doth wort h say Rs. 600, you got Rs. 10 ? 

A. Yes. 

Q. What does the buyer pay ? Does he pay Rs. 600 or Rs. 510 ? 

A. He pays RS. 600. 

Q. The same with the broker ? 

A. Yes. 

Q. With your special knowledge of sales, can you tell us how far the depression has 
affected the cloth merchants ? 

A. On aocount of the depression they have no courage to buy in large quantities. They 
cannot hold large stocks. They are suffering losses year to year. 

Q. They are buying from hand to mouth ? 

A. Yes. 

Q. How long do they expect to go on buying from hand to mouth T 
A. Unless prices are settled we cannot buy in laige quantities. 

Q. So you really have no idea. You cannot give us any idea of what the impression is 
as to the probable duration of the depression ? 

A. On account of the fluctuations 1 cannot say definitely. 

Mr. Majmudar .—The commission agents have to make up the losses due to the failure 
of the merchants ? 

A. They have to suffer the losses A the merchants just like guarantee brokers. 

President—Commission aaents are like guarantee brokers ? 

A. Yes. 

Q They have to suffer the losses ? 

A. Yes. 

Q Does not the broker do that ? 

A. Sometimes, but they are not responsible to that oxtent. 

Q. Is that the reason why the commission agent gets a higher commission T 
A. Quite so. 

Mr. Majmwlar. —tk> not these commission agents sell cloth on long oredit ? In answer 
to Question 90 you say that long oredit sales are not prevalent. 

A. The commission agents arc only two or three. 

Q. Only two or threo mills sell through commission agonts t 
A. Yes. All the rest sell through local brokers. 

Q. All the commission agents do Bell on long credit 1 

A. One month’s oredit to those merchants who want it. Some merchants would not 
like to have credit. 

Q. Because they have got money ? 

A. It is a question of oredit. 

Q. They are afraid that their credit will euffer ? 

A. Yes. They do not like the idea as it is not the general system. 
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President. —Now, we come to the suggestions put forward by the Bombay Millownere, 
Mr. Sutaria, why do you prefer the abolition of the company income-tax ? What 
justification is there for it 1 

A. They are in favour of the abolition of super-tax. I am not in favour of the abolition 
of super-tax. 

Q. And why in favour of the abolition of income-tax ? 

A. Companies must pay some tax. Income-tax is refundable. Super-tar is not. 

Q. Is there a special company income tax ? 

A. You take inoome-tax from the companies and you refund to the respective share¬ 
holders according to their income. 

Q. But you do that now ? 

A. We are doing that now. By paying super-tax nothing will remain further. 

Q. I do not understand the point. You prefer the abolition of the company income- 
tax ? 

A. On the mills. 

Mr. Majmudar. —The practice is this. Supposing a man gets Rs. 100 as dividend 
from a mill; as the mill pays income-tax on the whole amount the shareholder gets a 
certificate that income-tax has been paid on the Rs. 100, and on the strength of this 
certificate he gets a refund of the amount of income-tax paid by the mill. 

President. —What you mean is that the income-tax should not be collected from the 
company but from the shareholders ? 

A. Yes. 

Q. It is a question of collection It has nothing to do with the industry really. It 
would not mako any difference to the depression. 

A. While preparing their balance sheets and settling their income they are deducting 
their income-tax. The mills show less profit. 

Q. It does not really make m'uoh difference. Somebody has to pay. As regard 
railway facilities, you say all goods should be sent in covered wagons. Surely all piece- 
goods are sent in covered wagons 1 

A. Not always. Very often they are not sending. They do anything they like. 

Q. I do not understand your answers to Questions 104, 107 and 109. In replying to 
Question 104 you say “ I am in favour of an additional duty to be imposed on yam.” 
Then in replying to Question 107 you say “ I do not propose to impose additional duty 
on all kinds of yam.” Then you say in reply to Question 109 “ I am not in favour of any 
duty on yarn ” 1 

A. I can explain that. There is the qualification ‘ which compete with Indian manu¬ 
facture 

Q. Then you say “ I am not in favour of any duty on yarn ” ? 

A. I am in favour of imposing an additional duty on yarn below 30s. I say that in 
answer to Question 104. 

Q. There is very little yarn coming in below 30s now. It would not have much effect 
if you did have a duty. 

A. Yam above 30s and 40s is used in large quantities by handlooms. 

Raja Hari Kishan Kavl. —You say that super-tax need not be abolished. 

A. If income-tax cannot be abolished, then super-tax must go. 

Q. But the abolition of the income-tax on companies does not help you in any way, 
because in any case the income-tax on that income must be paid. I do not understand 
how it helps you. 

A. Income-tax is also paid by the mills , and therefore there will be some great profit 
to the mills . 

Q. Yea, there will be some saving, but the shareholders will have to pay more. 

A. The shareholders can give taxes from their income. If they have got income they 
should pay! I say the Central Government wlfen collecting their revenue should transfer 
the burden from the mills to the shareholders. I do not think that Government will 
like to reduce their income. They won’t. 

Q. What is your object in not wishing yarn to be assessed to import duty ? You say 
** I am not in favour of any duty on yarn, ” Do you give up that position or do you still 
maintain that position ? 

A If necessary you can put a duty on yam below 40s. But my information is that 
there will be no difference, because here in India except the Bombay Presidency, say 
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for example in Central Province, there are so many handlooms working on foreign and 
Indian yarn which is oheaper and which is good in quality and they are not competing 
with the mills. 

Q. And there are also mills which are manufacturing cloth from imported yam 1 

A. Very few. 

Q. You have not their interest at heart ? You are speaking from the point of view of 
handloom industry ? 

A. Yes. I can show you samples of cloth made by handloom, Indian mills cannot 
manufacture this kind of yarn. This seems to bo 50s and (10s. I have brought only 
two samples. 

(The samples were handed over to the Board.) 

Q. You think that the handlooms aro manufacturing from counts below 40s 1 

A. Yes. They are using about 34s or 40s imported yarn. 

Q. That is why you think that it should not be taxed. 

A. Yes. As cotton is useful for mills, yarp is useful for the handlooms. 

Q. In reply to Question 112, you say ‘‘ If there is no duty on yarn there will be no effeot 
on overseas markets as the export trade of India in piecegoods is not so much.” The 
export trade in piecegoods is greater than tho export trade in yam. 

A. Imported yarn is used by the handlooms mostly, nearly 90 per cent, of it. GoodB 
made by the handlooms are not exported. They arc consumed in India. 

Q. I do not understand what you mean by saying that it will have no effeot on overseas 
markets “ as the export trade of India in piecegoods is not so much. ” 

A. If there is no duty on yarn it will not affect it. 

Mr. Majmudar. —You say ‘‘ The railway must issue a temporary receipt for the goods 
on the very t^ay that they get them in the compound. ” Why do you want that ? 

A. Here they do not give receipts for a very long time, for three or four days. If we 
get our receipts, we can send them to our customer. 

Q. How oan they give a receipt unless the bale is put in the Wagon ? 

A. In B mbay we are given it the same day, whether the goods are loaded or not. 
If they issue the receipt they will try to load the goods the same day. 

Q. Is it only in Bombay ? 

A. I do not know of any other place. 

Q. Do you suffer in any way by the railway not issuing a temporary receipt ? 

A. Sometimes we lose our bales and unless we get our reoeipts wo cannot be sure. 

Q. Does not the railway pay you for the loss ? 

A. Very often they do not pay. If we fight out the oase and file a suit they will 

pay- 

Q. They do not admit the claims themselves ? 

A. No ; they do not admit it. There is the railway risk and owners’ risk and there is 
much difference. 

Q. In answer to Question 108, you say “ Internal competition between Indian mills 
would operate to restrict the increase in the price of yarn and cloth throughout the whole 
of India, ” whereas in reply to Question 3S you say “ New mills established upeountry do 
not specially compete with Ahmedabad or Bombay mills. ” 

A. I talk of interna! competition. Ahmedabad mills compete internally. Bombay 
mills compete internally. 

Q. You say internal competition between Indian mills. 

A. Between local mills. 

Q. You mean upoounfry mills do not compete with Ahmedabad mills and Ahmedabad 
mills with Bombay and so on ? 

A. Not so muoh. 

Q. Then the restriction in prices will be cnly at those places where there are many mills f 

A. Yes. 

Q. At other places there will not be much difference ? 

A, There will not be much difference. 

Q. It is not very clear how that oould happen, if the prifte at one centre, say if the 
price at Ahmedabad is reduced, the price at Berar is bound to be reduced. 

A. If there is much difference, it will affect prices. But the Ahmedabad price will no t 
affect the price in Berar. They are manufacturing quite separate things. 
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Q. But. all the same, they keen in touch -with the market conditions at the various 
centres. 

A. There is much difference between Ahmedabad mills and other mills. The quality 
is quite different. The customers are different. 

Q. In the case of Japanese goods their quality is different. B-t still vhen the price, of 
Japanese goods goes down, the price of the Indian goods goes down. The same thing is 
sure to happen in the case of Indian mills. If the price of one quality of one mill goes 
down the prices of other qualities are affected. 

A. In upeountries there are one or two mills and they have their own customers. 

Q. Now the mills upcountry are increasing. For example, Baroda has three mills’ 
Broach has two. 

A. Broach sells goods in that centre to a great extent. I was purchasing there, 

Q, You know the Broach Fine Spinning Mills ? 

A. Yes. Only Broach Fine Spinning Mills stuff was selling in Bombay. 

Q. It does not always happen that it sells the whole of its produce in one district 
only. * 

A. Not the whole, but a great. 

Q. Therefore the prices are bound to be affected by competition. If there is good 
demand they are not much affected. 
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Witness No. 89 

Messrs. KASTURBHAI LALBHAI & Co., AHMEDABAD 

Written Statement dated 11th September 1926 
Section I 
General 

1. The depression in the cotton trade is of a general character, though it varies 
in different centres of the industry. All mills in the same centre feel the depression. 

2. (a) World factors do contribute to the present depression inasmuch as some 
of the European countries who are large consumers of Indian raw materials, have not 
fully recovered from the after-effects of the great war. If the purchasing power of 
these European countries is recouped, the Indian cultivator will obtain a better price 
for his raw produoe, and thereby be able to buy more doth. Prices of fo3rl grain* 
have not risen so high as cotton manufactures have done. This will be evident from 
the index prices taken from Labour Gazette which are as under : 


Year 


Food grains 

Cotton manu¬ 
factures 

July, 1914 .. 


100 

100 

1922 .. 


152 

255 

1923 .. 


119 

211 

1924 .. 


133 

232 

1926 .. 

. . 

KPWh 133 

208 

1926 .. 

, , 

141 

180 


(6) The exohange policy of the Government of India which gives a bounty of 12£ 
per cent, to foreign imports. 

(c) Inefficient labour and unfair railway freights. 

3. Causes such as world factors are of a temporary charaoter, while others such 
as exohange policy and unfair foreign competition are of a permanent nature. 

4. Yes, some of the mills may be compelled to close down. 

5. Old mills started with small capital, and possessing large reserve funds show 
a profit, while some make both ends meet, and some worlrat a loss. 

6. A fall in the price of raw cotton will not necessarily bring prosperity to the industry, 
if the chief causes of the depression are not removed. 

7. Owing to the continued falling prices of raw cotton, yarn, and piece-goods, the 
merchants have no faith in the present level of prices, and their purchases are of a hand 
to mouth character. 

8. The fall in the price of cloth has corresponded to the fall in the price of raw 
cotton, though it may not have corresponded with the fall in the prices of other 
commodities. Reference is invited to index prices given in paragraph 2. 

9. The purchasing power of the ryot has much docreased inasmuch as the prices of 
finished goods have not fallen as much as those of raw produce, as will be evident 
from the index prices given. 

10. No. 

11. Millowners do not seem to have made any serious effort: 

(1) To investigate and remove the causes that led to the loss of some of the 
principal foreign markets. 

(2) To explore possibilities of opening new outlets. 

(3) To establish research institutions and technical colleges, ate. 

These however cannot be said to bo the chief causes of depression, though efforts 
in the above directions would have helped the industry to some extent. 

12. The lists of mills which dosed down, went into liquidation, or changed hands 
owing to depression in the industry are not quite correct. None of the mills given 
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in the lists can be said to have closed down, to have gone into liquidation, or to have 
changed hands, simply because ot trade depression. In one case at least, the mills have 
resumed working under the same management. Some ot these concerns were boom 
floatations, some possessed old machinery, and some were short of finance. Most of 
these concerns are working under new management. 

However it oan be said that if there had been no severe depression in the trade, 
these mills could have kept working under old management, as sufficient funds would 
have been available. 


Section II 

Nature and extent of competition between imported goods and those of 
Indian manufacture 

13. The loss of the market in China created a surplus of yarn, which could not be 
exported elsewhere, and therefore the demand for home-spun yam was overwhelmed 
by supply. Naturally, therefore, looms were increased to consume this surplus of yam. 
The loss of the China market may be attributed to the rapid expansion of the textile 
industry in China, and the successful competition of Japan in China. 

14. Tho Bombay Millowners’ Association have given these figures, which show that 
the depression is due to Japanese imports in particular and other imports in general. 

15. Yarns : Counts up to 40s. 

Piece-goods : Shirting, drills, sheetings, and dhoties in grey, and shirtings and dhoties 
in-bleached. Goods made from 12s to 40s. 

16. Qualities differ. 

17. We have learnt from a reliable source in Japan, that Japanese yams and piece 
goods are being dumped in this country. Spinning and weaving mills in Japan are so 
organised that a particular mill works on particular sorts for particular markets. Prices 
for the home market are kept higher than those realised from sales in foreign countries 
such as India. Our friends tell us that they are quoted separate prices for goods meant 
for India, and that there is a heavy penalty, if the goods are resold in the Japanese market. 
That spinners and manufacturers who cater for the home market naturally reap benefits 
from higher prices, but a certain percentage of these benefits have to be given over to 
the controlling association, whioh gives rebate, and allowances to spinners and manufac¬ 
turers who produce for foreign markets, and who therefore suffer loss at times. 

We support the contention of the Ahmedabad Millowners’ Association that regular 
dumping in 2/42s was resorted to in 1923, when that yarn was placed in the Indian 
marj rom Rs. 1-2 to Rs. 1-4 per lb., while the cost of manufacturing the same yarn 
in Inina was about Rs. 1-8 per lb. The cotton price during'fhe year 1923 was Rs. 510 
per candy, when this yarn was being sold at from Rs. 1-2 to Rs. 1-4 per lb. Today when 
the cotton has dropped to Rs. 340, the price of that yarn still is Rs. 1-4 to Rs. l-5.per lb., 
English 2/40s at this period being sold at Rs. 1-9 to Rs. 1-10. 

In piece-goods grey sheetings called “ C ” and “ Nine dragons ” measuring 36' X 30 
yards, was selling at about Re. 1 to Re. 1-1 per lb., when the Bombay millB could not 
manufacture the same at or below Rs. 1-4. We tried various mills in Bombay, and none 
could manufacture the sort at the price of the imported article. We tried in Lanca¬ 
shire, and Lancashire also could not compete. 

'fhis article and a similar one from Chinese mills gave a deadly blow to the local 
manufacturers in grey. Sheetings are consumed in large quantities by local and 
up-country printers. 

19. To correctly determine the nature and extent of competition of imported yarns 
with Indian yarns, it is necessary to take into consideration tho yarn offered for sale 
by Indian mills, with imported yarns. We consider the competition very serious 
inasmuch as imports in counts 1 to 20s suddenly jumped to 13 millions tbs. in 1922-23 
from 7 millions tbs. in 1921-22, and 1 million in 1913-14. Out of these, 12 millions 
were received from Japan as against 5 millions in the preceding year. In 1921-22, the 
United Kingdom maintained her position in higher counts, but Japan practically 
dominated the market in lower counts, in which she is a strong competitor with Indian 
mill-made yarns. Of the total imports in 1922-23, which rose to 60 millions from 57 in 
1921-22, 47 in 1920-21, and 44 millions in 1913-14, ^ per cent, came from the United 
Kingdom, and 45 per cent, from Japan. 

As Japanese imports are increasing in coarser and medium counts, we fear the local 
industry will be paralysed, if the imports are not checked in coarser and medium counts. 
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20. Though it is difficult to estimate the exact percentage of the imports of piece- 
goods from the United Kingdom, competing directly against the production of Indian 
mills, we confidently say that the competition from the United Kingdom is the least. The 
qualities imported from the United Kingdom either in grey, bleached or fancies, are hardly 
produced in this country, though no doubt English goods in medium counts are imported. 
However the sizing in grey, and bleaching and finishing in white goods of English make 
are so superior and prices so high, that there can be no competition between Indian and 
English products. 

21. We think possibly more than 70 per cent, of the imports of piece goods from Japan 
compete with the production of Indian mills directly. The reason being that Japan 
produces grej r goods in coarser and medium counts, which sell much cheaper than 
Indian goods. 

22. We accept the figures that about 70 per cent, of the imports of piece-goods from 
countries other than United Kingdom and Japan, compete directly with the production* 
of Indian mills. 

23. Wc fear imports from the United Kingdom, Japan and Italy, will increase if 
exchange is fixed at 1*. 6d., giving an advantage of 12£ per cent, to foreign, goods. 
Moreover, the depreciated exchanges of Italy and Japan will help those countries still 
more to compete in the Indian market. 

24. Imported piece-goods from Japan severely compete at present with grey shirtings, 
and drills from the United Kingdom and recently Japan has been importing white 
shirtings, and grey Calcutta dhoties. Wc think competition between Japan and the 
United Kingdom will increase in future. 

25. Competition from Japan has been accentuated by the fall in Japanese exchange, 
but we fear, eveu when Japanese exchange beoomes normal, the Japanese menace in 
yarns and piece goods will not decrease* 

26-27. Competition of imported goods from Italy and Belgium is also due to the 
depreciated exchanges of those countries. If the rupee exchange is fixed at la. 0d., the 
competition will not cease but will increase. 

28. In Japanese mills, women are largely employed, while Indian mills mostly employ 
men and children. Women and children in Japan work also at night, which is not 
allowed in India. Labour in Japan and western countries is very skilful, efficient, and 
organised. In India on the other hand, labour is illiterate, inefficient, and disorganised. 
Labour saving appliances are used in western countries, which we cannot do owing to 
unskilful labour. So long as these differences in conditions of labour continue, the 
competition of imported piece-goods is facilitated. 

29. We cannot say definitely how far State assistance in foreign countries jte res¬ 
ponsible for the present competition in imported yarn and piece-goods. But now 
on reliable authority that in Japan, shipping, purchase of cotton, production, distribution 
and sale of yarns and piece-goods are controlled by an association. 

30. Exporting houses in foreign countries do get credit facilities. Export credit 
insurance schemes in the United Kingdom are well known. 

It is a matter of common knowledge that Indian buyers often get 60 to 90 days credit 
facilities. Moreover long term warehouse facilities largely holp to promote the imports 
of foreign goods. 

31.. Exporters of foreign piece-goods do pay much attention to the requirements of 
Indian middlemen, and consumers, in regard to matters such as finish, quality, packing, 
eto., and this does facilitate foreign imports to a small extent. 

32. Formerly, Japan paid attention to grey goods only, and that mostly in sheeting, 
shirting, and drills. Recently bleached shirtings, and grey dhoties are being imported. 

33. Indian counts from 6s to 20s are ousted from the Chinese market by the Japanese 
yarns. Japanese yarns in 30s, 32s, 40s, and 2/42s have replaced the Indian yarn in the 
home market. 

34. It is the cheaper and coarser kind that sells easily in the Indian market. No 
tendency for finer cloth is noticeable in the home market. 

Section IV 
vMill Management 

40. Unless an industry is carried on with reasonable efficiency, and economy, it can 
lay no claim to State assistance. This criterion is patisfied by mills in India, whose 
agents are alive to the interest of their companies. 
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41. The managing agenoy system is defective inasmuch as it is hereditary. It carries 
with it all advantages, and disadvantages that are generally found in a hereditary insti¬ 
tution. If the agent of the company places the interests of the company above all 
things else, the company prospers, otherwise it suffers. As a remedy we suggest that the 
managing agency of an individual or a firm should be legally terminable after a definite 
period of 15 or 20 years. After the managing agenoy system ceases, the management 
should be handed over to a manager responsible to a vigilant body of directors. There 
should be at least five directors, two of whom should be technical men. 

42. We prefer commission on profits to that on sales or production. It is an open fact 
that if commissions are charged on profits, the management will be more economical, 
and efficient. In days gone by, when capital was shy, and competition not so keen, 
commissions on sales or production might have been neoessary to induce people to 
undertake industrial enterprises, and invest fundB therein. But now the times have 
changed. Capital is forthcoming wherever sound investments are offered, and the 
pioneers of the textile industry have sufficiently reaped the fruits of their labour, and 
ability. Hence there is no reason why the old system should prevail particularly when 
the industry is threatened with ruin. 

43. Managing agents do not openly receive commission on pufohases of cotton, mill 
stores, machinery, and coal, on sales of cotton yarn, and piece-goods, insurance, 
advertisements, and other such activities. But if they or some of them do it, it cannot be 
proved. 

The question of minimum commission irrespective of profits does not arise as most 
of the Ahinedabad mill agents charge their commission on sales or production. 

44. Some managing agents are associated with other business, and it is but natural 
that in proportion to the time and energy they spend upon other business, they will attend 
less to the mill management. 

Section V 
Mill Finance 

45. Overcapitalisation has not affected Ahmedabad mills, though it has affected 
some mills in Bombay. 

46. Extensions of mills, and replacement of machinery, when prices were high, are 
not important factors in the depression of Ahmedabad mills. 

47. There have been very liberal distributions of profits by certain mills in Ahmedabad 
between the years 1917 and 1923. But this is generally due to the shareholders who 
always olamour for fat dividends. 

48. No. 

49. At timos working capital is obtained by offering commissions on cotton, stores, 
yarn, or doth. Short term loans are prefalent-to some extent, though the system is 
not sound. 

50. The investment of funds in allied ooncerns iB not bad in itself, provided proper 
care is taken. 

51. After the boom period, mills experience much difficulty in securing adequate 

finance. This is due to loss of confidence of investors in the textile industry which is 
passing through depression. , 

52. We agree with the statement made by the Ahmedabad Millownors’ 
Association. 

» 

Section VI 
Costs oj Production 
(e) Sales 

89. Most of tne local mills make their sales through brokers in the local market, and 
commission agents in up-country markets, while a few depend upon their salaried salesmen. 
We prefer the former to the latter, because brokers and commission agents can have their 
own selling organisation. Brokers who are merchants, and act as buying agents for 
up-country customers, have been able to show better results, inasmuch as they have 
their own in up-country centres, whose requirements they know, and to whom thev 
give long term credits. 
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90. Wo regret we do not understand tho question fully. Usually whole-salers’ 
and retailers’ profits plus transport charges are added on to Bombay godown prices 
of imported goods, before tho goods reach the consumer. Similar profits and charges are 
added on to mill-made goods, sold mill delivery. We do not think there is any variation 
in those profits or oharges in either class of goods, from what they were in 1013. The 
amounts of profits added on the original ar-mill, or er-godown prices depend upon 
the nature of the goods in each class. 

91. The system of long term credit is not prevalent in Ahmedabad. A rigid system 
of 12 days payment is recently enforced. This adversely affected Bales. If reasonable 
long term credit is granted to offsot the usual facilities enjoyed by importers and dealers 
in imported goods, thero will be some improvement in sales. 

92. Dealers in piece-goods do experience now greater difficulties in obtaining finance 
than in pre-war times. Owing to declining prices, merchants have suffered severe 
losses, and this has curtailed their holding capacity. Consequently their purchases are 
much restricted. Formerly dealers in piece-goods hero used to enjoy 26 to 30 days 
credit from mills. Now when bad times havo set in, those facilities are curtailed, and 
this has oertainly added to the general depression in the trade. 


.Section' VII 


Remedial measures 

(a) Suggestions pnt forward by the Bombay Millownors’ Association 

96. We are in favour of the proposal that the customs duty on machinery and 
mill stores should be abolished. We also agree with the difference of 2 to 3 pies on 
the cost of yarn consumed in the manufacture of cloth, shown by the Ahmedabad Mill- 
owners’ Association. 

97. We are against the abolition of company super-tax. 

98. We favour the abolition of the town duty of He. 1 per bale levied in Bombay. 

99-100. We agree with the replies given by the Ahmedabad Millowners’ Association. 

101. We consider it very necessary that tho Government of India should negotiate 
with the steamship companies for reduction in freights from Bombay to Calcutta, Madras, 
Colombo, Singapore, Penang, Zanzibar, Mombasa. 

102. It is essential that the Government of India should appoint trade commissioners 
in the principal export markets of Indian raw materials, and finished goods. Their 
selections should be made from suitable Indians fully conversant with the different 
lines of export trade. It goes without saying that if suitable appointments are made, 
Indian export trade, particularly of cotton goods, will be stimulated, as manufacturers 
and exporters will be more able to study the roquirements of the export markets. 

103. Overseas markets can be recovered, extended, and opened by railway, and 
steamship freights, better banking facilities, concession rates to exporters, and generally 
by adopting those measures which would lighten the burden on industry. 

104. We favour an additional duty of 13 per cent, ad valorem on yarns and piece- 
goods of all counts and description, imported from foreign countries, save the Unitod 
Kingdom. Piece-goods of all kinds should be subject to the present 11 per cent, duty, 
and yarns below 40s count should bo subject to the present 6 per cent. duty. Counts 
of 40s and above should be duty free. 

105. Alterations in tho tariff indicated above should be revised every 10 or 16. 
years. 

106. By the alterations specified above, a temporary increase in the prioe of coarser 
yam, and grey cloth of coarser counts may result, but this rise will disappear owing 
to internal competition, which will grow further, if more margin is left to home spinners, 
and manufacturers. The consumers of Indian goods will not be thus affected to any 
great extent. 

107. Increaso in duty will lead to greater sales by Indian mills at least in proportion 
to the displacement of foreign goods. 

108. Internal competition will restrict higher prices throughout the whole of India. 

109. Increased import duty should not be levied if tho consumers are permanently 
made to pay higher price, and if the home industry is not likely to supply the country’s 
requirements at competitive prices immediately or within a reasonable time. 
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110. The raising of the import duty to 11 per cent, did not raise the prices of cloth 
or check the consumption, as the effect of the duty was nullified owing to higher sterling 
exchange, or depreciated currencies in exporting countries. 

111. Alterations in the duty as suggested by us will not restrict the consumption. 
The year 1913-14 was an abnormal year. 

112. If the diversion of imported yarn and cloth affects the state of Indian yam 
and cloth in foreign markets, special measures will have to be adopted to keep up foreign 
markets. But this consideration should not deter us at present. - 

113. A wholesale duty of 18 per cent, on imported yarns will totally destroy the 
hand loom industry. Most of the yarns in count 40s and above, are consumed by the 
nandloom industry As cotton is to spinning mills, so yarn is to handlooms. It will 
be the most unwise step if 18 per cent, duty is levied on yarns of 40s, and higher counts 
The handloom industry has been carried on from times immemorial and it supports a 
large number of men. The spinning mills in this country are not producing counts of 
40s and above. A few solitary efforts are being made, without much success to spin finer 
counts, but even this production is not offered on the market. The contention that 
heavy import duty on counts 40s and above will give an impetus to local spinners to spin 
finer counts is far fetched. In counts below 40s, Indian spinners have got all the 
natural advantage in the shape of raw material, market, etc. If unfair competition 
from Japan is nullified, they should be able to withstand the competition of the 
United Kingdom whose coarser counts are subject to the present 6 per cent. duty. 

114. We support ad valorem duty on all kinds of cloth as imported from all countries, 
on all kinds of yarns imported from countries other than United Kingdom and specific 
duties on yarns imported from United Kingdom as specified in paragraph 104. 

115. We do not consider additional protection for making allowances for depreciation 
to plant and machinery is necessary. 

(b) Other suggestions 

116. We do not favour an export duty on cotton, as it will reduce the income of 
cotton growers in proportion to the duty levied as ootton is not the monopoly of India. 
The area under ootton will be reduced in proportion to the better prices available in 
other crops. The price of cotton in India will be reduced to the extent that foreigners 
displace Indian cotton by other kinds. Cotton prices in overseas markets will suffer to 
the extent that other oottons are available comparatively cheaper. 

117. Though it is difficult to estimate the exact proportion of displacement of Indian 
cotton by other cottons, we think that displacement will surely take place particularly 
when strong attempts are being made in other countries to grow cotton. 

118. We agree with the statement of the Ahmedabad Millowners’ Association. 

119. We consider that better organisation and co-operation among mill agents in 
matters suoh as standardisation of lines, will lead to better results. Mills should divide- 
among themselves different markets. Some should work for overseas markets. Others 
for home markets. Home markets should be divided also. Even in specified markets, 
some mills should work in grey, some in bleaohed and some in coloured goods. After 
markets and sorts are divided, mills should stick to the special qualities they produce, 
as far as possible. If qualities have to be changed, owing to adverse conditions, the 
mills should be able to produce exactly the same quality even after ten years. It is 
this standardisation of sorts that can help to promote the export trade. If 
necessary, mills working for overseas markets may be given rebates by the association. 

120. If India oould spin finer counts satisfactorily, the oountry will be much benefited 
but this is difficult owing to climate, and inefficient labour. 

121. The reply is given under paragraph 119. 

122. Ahmedabad mills have been doing their best in this respect. 

123. Local mills have been producing bleaohed and dyed goods though not printed. 

124. No appreciable effect of the remission of Excise duty is felt in the present 
severe Japanese competition. 
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Witness No. 89 

Messrs. KASTURBHAI LALBHAI <St Co., AHMEDABAD 

Oral Evidence of Mr. C. B. Mehta recorded at Ahmedabad on the 17th 
September 1926 

President. -What is your special connection with the cotton industry ? 

A. We are practically looking after the Kajkot State cotton mills and again wc are 
aoting as merchants, brokers and importers. 

Q. Are yon the Managing Agents for those mills ? 

A. No; we act as buying and selling agents and praotioally the whole management 
is left to us. 

Q. Is your mill a member of the Ahmedabad Millowners’ Association f 
A. No. 

Q. How many spindles and looms has it got ? 

A. It is a weaving establishment at present. 

Q. How many looms has it got ? 

A. 150. 

Q. How long ago has it been started 1 

A. It is an old concern. But it has come into our hands for the last 12 months. 

Q. When was it started ? 

A. About 20 years back. 

Q. Who was the Managing Agent ? 

A. There is no Managing Agent as the mill is owned by the State. 

Q. What doth do they turn out 1 
A. Grey cloth, bleached, in coarser counts. 

Q. Where do you get your yarn from ? 

A. Till now from the Ahmedabad mills. But as it is not profitable we are now importing 
English yarns. 

Q. You find those are cheaper 1 

A. Yes ; comparatively we find that the English yams are cheaper. 

Q. How does the price compare ? 

A- We look to the quality of the yarn, to tho transport charges and other thinga and 
we find that the English yarn is better than Indian yarn. We have to pay heavy transport 
oharges on Indian yarns. 

Q. What difference does that make T ■ 

A. The English yarn we receive on cops but the Indian yarn we have to get on beams 
and bobbins. 

Q. Why can’t the Indian mills spin their yarn on cops ? 

A. They have not got that facility. Only those mills whioh have mule spindles can 
supply yam on oops and even where there are mule spindles nobody could supply them 
satisfactorily. Even when we were buying yarn on bobbins we found many complaints, 
whereas by using English yarn our task is much facilitated. 

Q. What counts of yarn are you using ’ 

A. 40s. to 80s. 

Q. Is the mill making any profit ? How is it doing ? 

A It has ceased to make any loss. While we were working on Indian yam, we were 
having tremendous losses. But on English yam we havo stopped losing though we are 
not making much profit, we are making both ends meet. 

Q. Since when is that ? 

A. Some four months back. 

Q. You say you •' have learnt from a reliable souroe in Ja r an that Japanese yarns 
and piece-goods arc being dumped in this country.” What was your source ? 

A. That is because wc are importing Japanese yam and piece-goods. 

Q. To what extent ? 

A. To the requirements of tho local market. 

Q. How much business in Japanese goods do you do in a year ? 

A. About a lakh and a hall. 
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Q. Can you let us have some samples of the Japanese goods you are selling here J 

A. Yes. 

Q. And also let us know at what prioes you sell them ? 

A. Most of the qualities will not stand comparison with local goods, particularly piece- 
goods. 

Q. How do you mean ! 

A. Because the oounts are different, the sizing is different and the texture i9 totally 
different. We have tried many experiments in Ahmedabad as well as in Bombay and 
we find that no mill can compete with Japanese goods. We selected one quality and I 
have mentioned the name of that quality—what is known as C and 9 Dragons. 

Q. There are two qualities, C Dragon and 9 Diagon. They are not the same. Are 
they ? 

A. Only the stamps differ; otherwise the qualities are exactly the same. There is 
another make from the Japanese mills, what is known as Kunja. It is this particular 
quality that hAS affected the local production in sheetings. 

Q. Do you know what the counts are of the yarn from whioh the C Dragon is 
made f 

A. 14s. to 16s. 

Q. You say these sheetings were selling at Rs. l-’l-O per pound in the Bombay market. 
When was that ? 

A. 1 think it was in 1923 or the beginning of 1924. 

Q. You say that the Bombay mills could not manufacture at or below Rs. 1-4-0. Can 
they manufacture it at or helow Rs. 1-4-0 now ? 

A. Now the Japanese make is selling at 0-14-0 a pound whereas I do not think it is 
available here below Re. 1. 

Q. Are you selling any of it here, C Dragon and 9 Dragon ? 

A. No. At times wo are selling the other Chinese make which is more popular in 
Ahmedabad. 

Q. What is it selling at ? 

A. 14 annas per pound. 

Q. Can you let us have some of that ? 

A. Yes; I can supply you samples of that. The looal printers arc using this particular 
quality. 

Q. Do you also deal in Indian pieoe-goods ? Do you sell your own mill products ? 

A. Yes. We are acting as selling agents to another mill and besides we have got our 
retail shops. 

Q. How do you consider the quality of Japanese goods compares with the quality 
of the Indian goods ? 

A. Supposing we want to have a quality from Indian millB with the same counts of 
yarn and the same reeds and picks, you will find that the Japanese quality is a little 
superior and cheaper in price. 

Q. Do you import your Japanese piece-goods direct from Japan ? 

A. Yes. 

Q. Not through a house in Bombay ? 

A. No. We import direct from Osaka. 

Q. Do they give you any special treatment in regard to credit or any special facilities 
of that kind which you would not get from an Indian mill ? 

A They are giving us sixty days or ninety days at times. 

Q. That is usual in international business. 

A. Yes. 

Q. You get the same terms from England, don’t you, for your English yarn ? 

A. Yes : we get even better facilities from England. The Japanese trade lies in the 
hands of the Japanese Houses. 

Q. Do you import any piece-goods from the United Kingdom 1 

A. Yes. 

Q. Sheetings ? 

A. No. We import white shirtings. 

Q. Have you any idea of the counts of yarn from which these shirtings aie 
manufactured t 

A. Yes. 

MO Y 422—31 
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Q, What will they be ? 

A. From 24s. warp and 32s. weft. 

Q. From the United Kingdom ? 

A. Yes. 

Q. So there is an export of cloth of counts under 40s. from the United Kingdom f 

A. We particularly seleoted this coarser quality. We find even in the coarser quality, 
that although the texture is similar to what we produce here, the sizing, bleaohing and 
finishing are superior and they charge extra rates. 

Q. Can’t you get these shirtings you get from the United Kingdom as good and as 
oheap from Japan ? 

A. No, because they have not made sufficient development in bleaching. They have 
specialised in grey goods, though they have recently imitated Liepman 1,500 in white 
shirtings. It is manufactured in Belgium or Holland.’* 

Raja Flari Kiahan Kaul .—You say prices for the homo market are kept higher than 
they are in India. Have you any basis for that ? 

A. I had a personal talk with a shipper when he came to Ahmedabad. In a letter 
he wrote to me that there were certain things about Japanese trade which could not be 
understood from a distance. He told me that there was an association and that the 
association controlled exports as well as the purchases of cotton. 

Q. The Spinners Association ? 

A. The Spinners Association and the Manufacturers’ Association, both I think. There 
might be other associations regulating the business of piece-goods as well, because this 
matter related to piece-goods. 

Q. What did he tell you ? 

A._ He said there are separate prices for export market and for home market, and that 
if a contract was made with us they must ship things and they cannot sell them in the 
home market. 

Q. He told you that the prices in the home market were higher than the foreign 
exports ? 

A. Yes. 

Q. Did he give you any instances—about any particular goods selling at say Ro. 1 
per pound in Japan, the export price being 14 annas 1 

A. He gave the instance of 2/42s. in yarn. He said the price was one anna more than 
what he got in this place. 

Q. What was ho ? 

A. He was a shipper. 

Q. Japanese shipper ? 

A. Indian shipper. 

Q. Had he been to Japan ? 

A. He has got a permanent office there. 

Q. You refer to lower counts here. Do you mean lower counts below 30s. or count 
between 31s. and 40s ? 

A. My idea was below 40s. 

Mr. Snbba Rao .—In answer to Question 11, you say ‘‘Millowners do not seem to have 
made any serious effort to investigate into and remove the causes that led to the loss of 
some of the principal foreign markets.” Have yon any idea yourself as to what causes 
led to the loss of these markets 1 What markets have been lost ? Have you any idea ? 

A. Penang, Cairo, Egypt, Singapore. 

Q. Singapore ? I will givo you the figures. In the laBt 16 years the grey goods were 
reduced from 450,000 yards to 434,000 yards. Coloured goods have risen from 10 million 
yards to 22 million yards. 

A. What was the decrease in the grey goods due to ? 

Q. That is different. You say the market was lost. 

A. Because'the Indian production is mainly composed of grey goods. 

Q. The point is this. You say the market is lost. The market has merely changed 
its taste from one kind of Indian produot to another. 

A. I looked to the various markets and that was my impression. If you were to 
examine all the export markets that receive Indian goods, you will find that most of the 
markets were being lost. 
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Q. But your exports of cloth have risen from 70-80 million yards to 180 million 
yards. 

A. Perhaps you are not taking into consideration the increase in production in the 
Indian mills. 

President. —That does not mean that you are losing your market. 

A. But what is the proportion ? ’ 

Mr. Subba Rao. —You will find the proportion of exports is not very different from the 
increased proportion of production. You find the yam exports have fallen but not 
the cloth exports. 

A. I will look up the figures again. I have, also received reports from those markets 
that Indian piece-goods were falling out on account of Japanese competition. 

Q. Will you put in those reports ? Will you give us extracts from those reports 1 We 
would like to have them. It is possible some markets have been contracting ; but I 
would like to know your data for making that statement. 

A. Yes. 

Q. Then, what do you suggest to develop these markets ? What do you think Bhould 
be done by the millowners to increase the trade in these markets ? 

A. They could have sent deputations to enquire into the condition of the markets, 
as to what qualities are favoured there and what are not favoured. 

Q. And you think they have not done it so far ? 

A. Yes. 

Q. In answer to Question 104, you Bay ‘we favour an additional duty of 13 per cent. 
ad valorem, on yarns and piece-goods of all counts and description, imported from foreign 
countries, save Unitod Kingdom piece-goods of all kinds should be subject to the present 
11 per cent. duty’. It is a sort of Imperial preference. That is on all foreign countries 
except the United Kingdom ? 

A. Yes. 

Q. What is the idea ? 

A. The idea is this; that piece-goods imported from United Kingdom do not compete 
with Indian production. 

Q. To any extent ? 

A. If at all, they compete to a very limited extent. 

Q. What kind of cloth from the United Kingdom competes with Indian cloth 7 
A. In white piece goods there is hardly any competition. In printed goods there is 
no competition from any country. 

Q. In grey goods ? 

A. From Japan. 

Q. You want to exempt England from your high duties, because there is no competition 
between English and Indian goods ? I am asking you whether grey goods do not compete 
to any extent with grey goods made in India ? 

A. Not to a very appreciable extent. 

Q. Where will you put the percentage ? 

A. It is very , difficult to get it. No transaction could take place in English grey 
shirtings through us. 

Q. English grey shirtings do not sell in our country ? 

A. Not to a very large extent. Unless the consumer specially wants English stuff 
they would not go in. If he wants better qualities he goes in for the Japanese and for 
cheaper qualities he goes in for the Indian. 

Q. So the English goods are lower in quality than the Japanese ones ? 

A. No. It is not lower in quality but is very high in price. 

Q. In point of quality ? 

A. In point of quality too. 

Q. In any case you propose to exempt English imports from this higher duty ? 

A. Yes. 

Q. Then would not the position be met by putting a duty not on goods from any one 
country or from countries generally but on certain lines of goods that competes beoause 
English goods do not compete with Indian goods ? Therefore why not make a broad 
classification of goods that compete with Indian goods and tax them ? 

A. That may apply to all foreign countries. 

iio v 422—31(i 
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Q. Yes. 

A. But even in that case, I think the classification will have to be made separately 
for separate countries. Japanese are not produoing ooloured piece-goods to an appre¬ 
ciable extent. 

Q. Not sending or not producing ? 

A. Not producing for foreign markets, but only now for the last six or eight months we 
have been watohing that they have made a beginning. So if you make a particular 
classification to-day that will be inoperative after six or eight months. 

Q. You mean those goods whioh were exempted might come from Japan later on 1 

A. Yes. 

Q. You exempt it because it comes from England now but it might come later on from 
Japan also. But ail these changes are not final. 

A. They are not final, but at what period can revision be made ? 

Q. It is for you to answer. 

A. It would be at least ten or twelve years before that revision can take place, and 
during that time Japan would be at a great advantage. 

Q. Therefore you would prefer taxing by countries and not taxing by classes of goods ? 

A. Yes. 
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Witness No. 90 

Hr. AMBALAL SARABHAI, AHMEDABAD 

Written Statement dated 14th September 1926 

I. Condition* prevailing inthe textile industry in Japan .—The recommendations of 
the Tariff Board will constitute an important chapter in the history of the Indian 
textile industry. The immediate future will depend to a large extent on the action 
Government will take as a result of its recommendations. , A > conclusions will 
depend on iaformation available to the Board, it is of paramount importance that it is 
correct, reliable and complete. If the Board posses it in regard to conditions prevailing 
in Japan about labour and direct or indirect subsidies (in which are included State 
bounty, subsidised shipping and transport, preferential tariffs, easy finance, etc., etc.), 
then the Board should publish it for general information. There seems to be a mystery 
about conditions prevailing in Japan. The controversy in the papers between 
Bombay millowners and Japanese textile interests, leaves a lot to be read between the lines 
and various different and conflicting conclusions are to be drawn. It is not possible for 
witnesses, or for those who submit representations to the Board, to frame their recom¬ 
mendations without Japanese conditions being known. If as a result of the present 
ambiguity continuing, the Board bases its recommendations, after assuming a certain 
state of conditions to be prevailing in Japan, which are different from those conceived by 
the Millowners’ Association, the recommendations of the Board will give many surprises. 
This will not be fair to the Board, to the industry, to Government and to the country at 
large. Howevor, if the information obtained by the Board is not complete and reliable, 
the Board will fail to discharge its functions. It is therefore very necessary for the Board 
to visit Japan and make enquiries on the spot. If in Japan information is witheld, 
the Board will he justified in drawing its conclusions. For purpose of investigations in 
Japan, it may be advisable to co-opt two representatives of owners and two of labour 
on the Board, who should retire on completion of tho report of investigations in Japan. 

II. What should be the policy with reyard to imports in India from foreign countries and 
goods coming from Native States, in which conditions due to natural or artificial causes, 
reduce the cost of production, as compared with those in India T— It is generally 
admitted,—I have derived my-information from the press and from the evidence 
submitted to the Tariff Board—that restrictions regarding honrs of employment, 
female and child labour, are different in Japan to those prevailing in India. If wages 
and efficiency arc the same in Japan as in India, then regulations in Japan would result 
in the incidence of wages in the oost of production being lower there than here. If the 
present regulations in India regarding hours of employment, female and child labour, 
are considered necessary in the interests of labour, then it. makes no difference as to how 
the existing conditions came about. It is beside the point to consider whether or not 
they are due to the Geneva recommendations, due to legislation in India or due to grant, 
by employers of labours demands. If the present Indian regulations are not considered 
beneficial to labour, then Government should take early steps to make regulations in 
India similar to those prevailing in Japan. I, for one, would by very sorry, if they arc 
altered. Irrespective of the condition of the Indian textile industry, it is only fair 
to give protection to the Indian industry to the extent that the cost of production 
is low in Japan due to unsatisfactory labour conditions and direct or indirect aid. For 
example, if due to State aid and labour conditions, the Japanese cost of production is 
less by one anna than the Indian cost of production of 2,42’s yarn, an import duty of an 
anna per lb. should be levied. It is assumed that the Board will readily see that the 
argument that might be advanced against such an imposition on the ground that, it will 
increase the burdens of Indian consumers, is not worth considering. Benefiting the 
cousumer by inhuman exactions, or artificial state assistance at the cost of persons in 
other countries, is immoral. The Government of India have taken this view, and in 
support of thisl cite Indian Opium Policy. If due to international treaties and obligations, 
it is not possible to discriminate against a particular country, luckily in this particular 
case it is possible to impose a levy based onfineness of counts, and on cloths woven from 
those counts, which will substantially affect imports from the particular country, without 
touching to any considerable extent imports from other countries. 

ITI. Causes of Depression .—If causes of the present depression in the industry have 
not to be ascertained with a view to remedying them, it will serve on useful purpose to 
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do so, Below are given causes, which, if remedied, would assist the country more than 
the benefits that will result to labour and to capital:— 

(o) Exchange at 1 /I—The balance of trade is in favour of India. That being the case 
the value of exports exceeds the value of imports. I take it that, in ease of every 
family the same holds good. Even if it is admitted that exchange at 1/4 will raise 
prices in India, the benefit due to increase of incomings will more than make up 
for the increase in outgoings. It has still to be proved that priceR in India 
responded fully to fluctuations in exchange in 1919 and 1920. For India to be 
self-dependent for its prime necessities, a reversal to 1/4 would give that impetus 
to agriculture and industries which is so imperative. It is difficult to Bay what 
effect this will have on factory employees whose earnings in rupees may not go 
up. They may be depended upon to seoure higher wages if the industry is in an 
apparently permanent prosperous condition. 

(6) Labour. —Labour is inefficient and undisciplined. 

(c) Labour and owners are not properly organised. 

(d) There is an excess of import s as stated by Mr. J. A. Wadia in Bombay. 

(e) There is a crude tariff which oan make it possible for foreign countries to sell their 

goods in India below the cost of production of similar goods made in India. For 
goods competing with Indian goods, the following suggestions are made :— 

(i) At some stage a certain amount of protection is necessary for overy industry 
other than a monopoly one. In this connection a reference to the protective 
legislation of the textile industry in England will serve to indioate tho efforts 
that are required. At the same time, protection Bhould be resorted to only 
when necessary and for the minimum period possible. 

(*i) Inefficiency should not be at a premium and the cost of production of important 
items, or which can bo produced in fairly large proportions of the total require¬ 
ments of the country as ascertained from the figures of the most efficient Indian 
concerns, should form the basis. With this as a basis and adding 8 per cent, 
for total capital employed in business, after making full provision for depreciation, 
tho fair selling price of important items should bo determined. For this purpose 
it would bo necessary to take prices of raw materials which fluctuate from time 
to time. Tariffs should be so fixed that if any foreign goods are imported into 
India at prices below those as ascertained above, a levy of duty on those imported 
articles would make tho prices of thoso articles the same as the price determined 
for Indian articles. For example, 2/42’s grey yam may be taken. The average 
prico of particular suitable cotton from 1st January to end of March is 10 annas 
per lb. Percentage of loss due to waste is, say, “ X ”, Cost of “ X is 2 annas. 
So the price of clean cotton after allowing for waste and loss is 12 annas per lb. 
Cost of manufacturing charges inclusive of profit and depreciation is, say 
8 annas. Thus from 1st of April till end of Juno, suoh amounts should be levied 
on imported 2/42’s yam as would make its cost prico in India Rs. 1-4-0 per lb. 
It may be arguod that this is very difficult to work in practice. With the growth 
of civilisation elaborate dovices are neoessary and what appears elaborate and 
complicated becomes simple after some time. The Government of India, 
Commerce Department, may undertake these duties, but bofore fixing a quarterly 
basis of prices of raw materials, various associations and trado intorests should 
bo consulted (the same as was done by Government when fixing tariff values 
for cotton goods for the purpose of the cloth excise duty). It may be argued 
that this will encourage false in voices being submitted, eto., etc. The Board will 
readily condemn such criticism. Inspite of the Penal Codo, offences continue 
to be committed. The Penal Code is not therefore considered unnecessary. 
Similar treatment as suggested above should be given to cloths and yarns 
produced in Native States and coming into British India. 

IV. Summary of recommendations — 

(1) The Board should visit Japan and also ascertain conditions prevailing in Indi. 

Native StatoB. 

(2) A lovy to the extent that cost of production is low in goods coming into British 
India as a rosult of unequal labour regulations and outside aid, is necessary. 

(3) There should be levies to tho oxtont whioh will make prices of goods coming from 
abroad or Native States equal to the prices determined for similar goods made in 
British India, 

(4) Early adoption of measures to make labour effioient. 
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Items which (though irrelevant fob the purpose op the present inquiry) are 

DEEMED USEFUL FOR CONSIDERATION BY THE BOARD 

1. Government Patronage .—Very little is being done to-day to encourage Ahmedabad 
mills to tender for supplies to Government. Though there is a Central Indian Stores, 
Purchase Department, it is not definitely laid down that all purchases,- -Provincial, 
Central Government, the Army and other Government main departments,—shall 
necessarily be made through the Central Department. There should be a Local Office 
of the Department. The Bombay Government, if it does not make purchases through 
the Indian Stores, Purohase Department, should m^ko them through the Director of 
Industries assisted by an Advisory Board. Government have laid down “quality being 
suitable and prices not high ” t wording is mine), “preference should be given to Indian 
goods ”. It should be modified to, “quality not being unsuitable and prices not unduly 
high preference should be given to Indian goods A good deal depends on officers 
making purchases whatever ordeis there may be on paper. 

2. How to make labour more efficient ?— 

(a) Free and compulsory education. 

( b ) Special elementary, secondary and technical schools for millhands—children as 

well as adults—. 

(c) Encouragement by employers in the form of wages at increased rates to those who 

have passed examinations. (I suggest a scheme similar to one in Java in sugar 
factories. 1 regret I have not got reliable particulars or submission to the Board). 
(<f) Total prohibition of liquor and harmful drugs. Strict supervision on licensees, 
(c) Efficient administration by municipalities, particularly, in so far as it refers to 
building bye-laws, open air spaces, street lighting, detection of adulteration of 
articles of food, etc., etc. 

(/) Non-employment as full time workers of women who are mothers. Employment 
of women in departments, in which women work in foreign countries, but in which 
men exclusively work in India, such as weaving. 

(g) Abolition of employment of labour under 16 years of age. Age to be raised in 
four years from 12 to 1G. Legislation for prosecution and punishment of 
guardians who make children under 16 work in two shifts in two different mills. 
Also improved methods of preventing two certificates under two names being 
given to the same ohild- 

(h) Better housing through local bodies. 

(i) Compulsory arbitration in disputes between employers and employees in regard to 

wages. (1 make this conditional on Government accepting this principle in case 
of their own lower subordinate servants such as post-men, primary school teachers, 
police-men, etc., etc.) 

(j) Raising the standard of living which is very low. Men can earn more if they work 

more, which they are not willing to do, d ue to there being no unemployment worth 
ipentioning and their wants bemg few. On account of these stoic ideal efforts are 
made to lower the standard of living. 

tk ) Tangible expression of sympathy lor employees by employers. (Very lit tle is being 
done by employers or their employees. Companies which set aside meagre 
amounts each year from profits for charitable purposes, do not spend even these 
amounts exclusively for the benefit of employees). They are generally spent for 
feeding dogs and cows, for carrying fish from drying tanks to others building 
temples and dharamshalas and for running benevolent institutions for the benefit 
of others than mill employees. (Those remarks refer to local mills). 

A STATEMENT OF ADVANTAGES AND DISADVANTAGES OF MILLS IN BOMBAY AS 
COMPARED WITH THOSE LOCATED IN AHMEDABAD 

Advantages in Bombay 

{a) Better plant arrangements and equipment to manufacture varying qualities of 
goods. 

(6) Humid atmosphere. 

(c) Cheaper mill stores and machinery (Bombay being a port). 

(d) Cheaper freight to other ports. 

(c) Higher moral calibre of mon as a result of stronger public opinion. 

Disadvantages in Bombay 

(a) Expensive land. 

(b) Higher power producing cost inspite of hydro-electric supply. 

(I am convinced about this, but I am investigating causes which increase incidence.) 
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(c) High water tax. T am told well siuking is not successful. 

(d) Offices away from mill promises which increase cost and interfere with close 

touch with the mill. 

(e) Levy of Re. 1 per bale of ootton. 

(/) Dearer cotton due to purchases in Sewree. Transport go-down, insurance and 
other charges are saved when purchases arc made up-country. 

( g) Higher wages. 

(A) Want of adaptability to turn out sorts in demand. 

It is difficult to say at the present stage to what oxtent advantages countervail 
disadvantages. 

Local Labour Organisations 

Locally the labour union movement is gaining strength. The Union runs many 
institutions, such as, day and night schools, a Montessori infant olass, a lying-in hospital. 
A weekly paper is published. As the leaders are non-oo-operators, the Union takes 
no part in Council elections. None of the leaders are members of the municipality or 
of the Legislative Council or Assembly. Relations hetween the Union and the Millownors’ 
Association are not unfriendly. Membership being low the Union does not carry great 
influence with owners except when in good times it is possible for the Union to call 
out men. During strikes and lockouts the Union provides work for strikers. Mom 
often than otherwise the attitude of the Union is not “ die hard ”. Local loaders act 
under the advico and guidance of Mahatma Gandhiji. Their activities are confined to 
local labour. With a view to doing their best for local labour they refuse invitations 
from outside for leadership. 

All India Labour Organisations 

Some of the leaders' have All-India and International status. Recognition of them 
as such by Government has resulted in their appointments in legislatures and interna¬ 
tional conferences and congresses. Labour has thus been deprived of a few public men 
keeping in close touch with it. If All-India labour leaders possess knowledge of labour 
conditions, suoh as, hours of employment in Native States, make charges which they 
can substantiate, care more for effect of speeches and evidences on those whom they 
wish to influence in favour of labour than on their admirers outside, recognise that 
labour cannot advance without the industry and the country prospering, co-operation 
between labour and capital will be more real than at present. It is a sad result of past, 
and perhaps continuing indifference of employers towards employees which makos it 
possible for labour to go under suoh All-India leadership, which to say the least, is 
harmful to labour interests. 
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Witness Mo. 91 

Hr. C. 0. DALAI, AHMEDABAD 

Written Statement dated the 8th October 1926 

I am the proprietor of the Gujarat Hosiery Factory, Ahmcdabad. The factory wa 
established in the year 1908 and has been sinoe then manufacturing cotton knitted 
underwear. 

There are in India about fiO concerns manufacturing cotton knitted goods, worked by 
motive power, which'are distributed as follows :—22 in Bengal, 16 in Madras, about 7 
in Bombay, 1 in the U. P., 2 in Mysore Stato. The value of the goods manufactured 
is not obtainable. The quantity of goods manufactured in India in the year 1925*26 
is 3,16,546 dozs. weighing 8,72,261 lbs. 

The value of knitted hosiery goods importedintoTndiainl925-26was Rs. 1,33,65,833 
out of which Japan exported goods worth Rs. 1,07,92,990, i.e., 81 per cent.; from the 
above it can be very easily observed that the home industry has to compete solely with 
Japanese goods. Out of the above Rs. 1,33,65,833, the value of underwear imported 
is 1,08,77,977 and tho share of Japan is 1,01,66,599, i.e., 93 percent. 

Japan has special facilities one of them being that spinning mills manufacture yam 
specially forhosiery wheieasitis very difftculthere to get yarn forhosiery manufacturing. 
Secondly, Japan has found out a type of machine specially suited for manufacturing 
oheap goods. All spare parts including needles are readily obtainable there as the 
machines themselves are manufactured in Japan. Manufacturers in India on the other 
hand have to keep a very large stook of spares and needles. For a small concern like 
mine I am obliged to keep a stock of spares worth about 7 to 8 thousand rupees. 

Almost all types of underwear sold in the market are bleached and as such it is 
necessary to bleach the goods. In Japan there are bloachories each bleaching about 
4 to 5 tons a day. The manufacturer of knitted goods in Japan after knitting the fabric 
sends it over to the bloachery to be bleached, whereas here each one has to do his own 
bleaching which when done on a small scale does not give a good result and it would not 
pay to put up machinery to bleach on a small scale. 

All workmen in Japan are literate whereas we here have to get work out of illiterate 
and unskilled workmen and as such the work turned out is more costly in the long run. 

The above are the advantages which J apan enjoys. If th e industry were given protec¬ 
tion India could manufacture knitted goods worth about a crore and the industry could 
consume yarn worth about 40 lacs and thus buy the production of about 4 or 5 mills. 

Tho value of a dozen of Japanese imported underwear is about Rs. 6 ; the value of a 
do 7 ,en underwear manufactured by me in 1925 was Rs. 8-4-0. From this it can be seen 
that tho manufacturer in India is able to manufacture only costlier goods as there is 
a duty of 11 per cent, which enables him to manufacture high-priced goods and not cheap 
goods. As such it is necessary to give a further protection of 16 percent, so that the 
Indian concerns oan withstand the competition in manufacturing cheap goods. The 
industry is an infant industry and as such it specially needs protection. I would suggest 
that a specific duty of Re. 1-4-9 per dozen be charged on all imports of underwear. 
As regards socks and stockings I oannot suggest what duty should be charged as I have 
very little experience of the manufacture of socks. 



Witness No. 92 

SHAREHOLDERS IN THE TEXTILE MILLS CO., LTD., AHMEDABAD 

Written Satemenl dated the 22nd June 1926 

Wo, the undorsigned shareholders of the Textilo Mills Company, Limited, in Ahmedabad 
beg to bring to your notice the following facts which are true to our belief and which we 
hope will assist you in the inquiry into the textile industry. 

1. Directors of the mills of this place are the relations, friends, er the partners of the 
Agents firm; therefore, the directors should bo elected from the shareholders excluding 
tho abovementioned. 

2. Directors are elected by a majority of votes whioh agents possess through their 
holding a major portion of tho shares of the company. This practice should be stopped 
and the votes should be counted individually, i.e., a shareholder can give only one vote 
though ho may possess any number of shares. Following this practice the agent oannot 
elect directors of his own choice. 

3. It is a general rule of this place to publish balance sheets after eighteen months 
have passod. Under this practice several companies in Ahmedabad have been forced 
into liquidation through agents showing imaginary Rtoeks of cloth, cotton and yarn, otc.; 
so the agents should be forced to publish the same within two months of the completion 
of the year. Honce the auditor can verify the stocks ; otherwise he has to satisfy himself 
by checking only the vouchers supplied by the agents. 

4. The meetings of directors should be held every three months instead of holding 
them twice a year which is the current practice of this place. So the directors can get 
more chances to know the position of the company. 

6. Balance sheets should be published twice a year as the jute mills in Calcutta do. 

6. There are resolutions in the deeds of most of tho companies to the effect that the 
agents should relinquish a certain portion of their commission if they distribute dividends 
to shareholders below a certain percentage. To avoid this catastropho agents adopt 
the following course. They put the stocks of cloth, yam and cotton so low in a prosperous 
year that they can transfer that profit to the lean years to mako their commission safo. 

7. The agents oharge their commission on production of cloth and yarn from 3$ per 
oent. to 4 per cent, per lb. and in this way the amount of their commissions is groator 
than what they actually distribute to the shareholders. The commission should be 
charged on profits only. 

8. The system of hereditary agency which is current at both Ahmedabad and Bombay 
should be abolished because under this system a fool succeeds an able father. 

9. The Government should creato a permanent post whereby the officer-in-charge' 
can receive complaints or applications from the shareholders about tho malpractices of 
the management and he must nave power to inquire into the mismanagement. At present 
to remove this grievance a shareholder has to go to the court and incur the expenses from 
bis own pocket while the agent has at his disposal the ample funds of the oompany by 
which ho can command best counsels. 

10. Some of the agents to receive increased commission extend the mills borrowing 
money from tho banks and the public (when there arc no funds in the company) and when 
depression sets in, the companies remain at the mercy of the creditors and havo to face 
the ohances of going into liquidation ruining both the shareholders arid depositors. To 
remove this a resolution can be framed to the effect that no mill can be extended without 
its own reserves. 



Witness No. 93 


Mr. MOTILAL JESHINGBHAI SHETH, RATANPOLE, AHMEDABAD 

Written Statement dated the 20th August 1926 
Section I 
General 

1. The present depression in the cotton textile industry is wide-spread in almost all 
oentres, but it is more vigorous in Bombay than in up-country mills. 

2. The aftermath of war has displaced everything, and the ootton textile industry, 
as every other industry of India and the world has been a prey to it. But the present 
depression is due more to other factors than the one mentioned above. They may be 
mentioned as the exchange policy of the Government of India, the unfair competition 
of Japan, and the expensive and inefficient management of the mills. All these oauses 
together with the aftermath of war have brought about the present depression. 

3. The causes of depression arte of a permanent character so long as they are not 
drastically dealt with by the Government and the mill-agents ip the interests of the 
industry. 

4. If cotton goes down and yarn and cloth remain steady the mills may not close and 
will work with a margin of profit. 

6. The producers of piece-goods (and probably yarn) are realising a profit on their 
sales in Ahmedabad. Tne Ashoka Mills without any reserve fund has been able to declare 
a good dividend besides maintaining a large surplus in the form of lower valuation of 
stocks on hand. , 

6. If cotton goes down, and yarn and cloth remain steady, the mills would work moii 
profitably. On the other hand a corresponding fall in the prices of yarn and piece-goods 
may not rolieve the situation at all. 

7. So far as the mills are concerned, they get the advantages of the fluctuations in 
tho market. The effect on the community at largo is “explained below in answer to 
question No. 9. 

9. The aftermath of war lias displaced almost every business, and the ryots have 
lost the big profits of the boom period, which in its turn re-acts on their purchasing power. 
But the knowledge tliat the prices are falling and will continue to fall induces them 
to restrict their purchases to a minimum. 

In spite of a succession of favourable monsoons and high prices of agricultural products 
during the last four years, the farmer of 1926 is no better off than the farmer of 1913-14. 
•He is not to the point in the economio sense of the term, i.e., he has no capital, is unable 
to withstand famines, and is not free from his characteristic indebtedness. 

An averago middle.class man with his increased income and resources in 1926 is econo¬ 
mically worse off than the average middle-class man of 1913-14. The failures of so many 
new concerns and big parties have ruined him without decreasing his liability to pay his 
own debts, although he may not receive a pie from his debtors. Unfortunately, tho 
collapso is so groat that almost everybody feels its shocks in varying degrees. It is this 
collapse that has been tho root-cause of depreciation of capital, lack of confidence in 
credit, and restriction of the purchasing power of the community. 

This economio pressure on the ryots and the middle-classes combined with the knowledge 
that prices will still fall, compel them to restrict their purchases to a minimum. Even 
if the prices were to become steady there can be no substantial improvement in the 
situation unless the economio conditions of the community are stabilized. 

The extent to which depression is caused by this cause is difficult to point out, but 
some rough idea could be obtained from the following facts. 

During the non-co-operation movement higher prices were paid for national products 
even though similar products of better quality oHoreign manufacture were sold at a 
cheaper rate in the market because the community had not suffered great shocks economi¬ 
cally. 

Even Khaddar was consumed in those days although it cost muoh more than the 
products of the Indian mills. 

Lands were sold at fabulous prices and other bargains were easily entered into by 
people as if by magio which in ordinary times would not have been possible. 

People could be made to believe the possibilities of the schemes like that of the Back 
Bay to be successful and profitable. 
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And all those things were possible beeause the people had not suffered financially, 

10. The statement, however enticing and sound outwardly, is inoorrect. The main 
causes are outlined above in answer to question No. 9. The fallacy of this statement 
could easily be seen from the inactivity in almost all the great centres of India among 
dealers in precious metals, viz., gold, silver, and jewellery. 

11. The mills lose a substantial part of their profits because of their mismanagement. 
I have no figures to Bhow what percentage is thus loBt, but it could safely be assumed that 
about 5 to 7 per cent, of the earnings are lost in mismanagement. To quote only one 
instance.—In the Saraspur Mills, Ahmedabad, the agents debited to their account large 
sums of money extending to lacs of rupoes in the mill-books and took away the sums 
which are not yet returned. The result is that the mill has to-day to bear the debt 
amount and the interest charges. This is not a rare case, nor is this the only dishonest 
praotice. There are a number of mal-practices which ultimately go to reduce the profits 
of the mill. These are dealt with in detail below in answer to question No. 10. 

12 Mills in Bombay have been closed, sold and liquidated due to depression, while 
in Ahmedabad the mills have closed, and have gone into liquidation duo to mismanage¬ 
ment of the agents. 


Section II 


Nature and extent of competition between imported goods and those of Indian 
manufacture 

25. With regard to the Japanese oxchange one thing muBt be borne in mind that it is 
independent t>f the sterling exchange, and a rise or fall in the sterling exchange affects it 
but little. 

Before discussing whether Japanese exchange is responsible for the Japanese competi¬ 
tion and if so to what extent, it is necessary to go through the history of the boom-period 
1917-1922. I herewith reproduce a table showing the Japaneso imports in this country 
from the Tariff Board’s book pages 136-138. 


Japan’s Exports to British India.— 


Year 

Yarn 

Cotton piece-goods 

in Fields 

in Yens 

in Yens 

1917 

27,938 

41,32,636 

151,21,454 

1918 

2,38,280 

3,49,98,715 

554,35,718 

1919 

14,259 

29,80,475 

296,07,929 

1920 

1,42,846 

302,52,515 

672,89,100 

1921 

1,11,492 

119,91,334 

304,65,794 

1922 

2,04,959 

206,66,783 

335,67,336 

1923 

1,76,812 

206,11,884 

365 46,103 

1924 

2,42,521 

359,54,637 

469,16,136 


From the above figures it will be seen that the factor of Japanese competition had 
become important since 1918. The impetus given to the Swadeshi movement by non- 
oo-operation in 1919-1922 reacted strongly against all sorts of foreign imports. Butin 
1920 most of the Japanese products were passed off as Indian hand and mill production 
by the traders which accounts for large Japanese piece-goods imports in that year. 
The down-fall of the movement since 1922 has again induced people to buy in the cheapest 
market irrespective of nationality. It is at this stage that Japan again enters the Indian 
markets as a competitor. Even to-day there is a large section of people in the country 
who yet hesitate to buy foreign products in preference to Indian, but their number is 
decreasing day by day. 

It is assumed in the table (jiven in the 57th paragraph of the Association’s statement. 
That the efficiency of Japan is 20 per cent, greater than that of India. The cost of manu. 
facture is taken at Its. 370 in India and at 190 Yens in Japan. I cannot say whether this 
20 per cent, difference in efficiency includes the greater output and the lesser waste of the 
Japanese worker, the benefit derived by Japan from using lower qualities of cotton to 
produce better results than the Indian mills are able to do from the same quality, and the 
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lower remuneration paid to the Japanese labour. It is a well-known fact that Japan is 
the greatest consumer of Mathia cotton (a type equal to Bengal cotton) which is generally 
50 rupees below Broach rates. I think if all these factors were considered the benefits 
derived by Japan will be more than 20 per cent. If India is unable to derive all these 
benefits from its inefficient labour, her mill management is to blame as shown below in 
answer to question Nos. 40 and 47. 

Crit icism, on Table given in 57th paragraph of the Association’s statement 

The cost of manufacture in yen (In Japan) will not normally be affected by fluctuations 
in exohange, and it is here that the Japanese get the advantage of the depreciated 
exchange. Fluctuations in exchange will affect cotton but very little, practically nil, 
as shown below. When cotton is purchased in India in rupee currency, sent to Japan, 
manufactured there and brought to India, it has to be sold in the rupee currency. The 
raw cotton when purchased would be transformed into yen value at a particular rate, 
and on the other hand the cloth sold by the Japanese in India will have to be transformed 
into yen at the same rate. Thus the fluctuations in the price of cotton in rupees will 
normally be transformed into yen without leaving anything in the form of exchange 
surplus. 

But the ease is different with regard to the yen paid in Japan for the manufacture of' 
cloth- Any depreciation of exchange is sure to leave an equivalent surplus to the 
Japanese manufacturer. Thus the continuous fall of exchange during 1921-24 has been 
beneficial to Japan to the extent of conversion of yens paid for manufacturing raw cotton 
into cloth and to that extent Japan can be said to have been benefited by the exchange. 

At this calculation the condition of the Japanese products will be as under:— 

m 

Raw Material Cost of manufacture 11 per cent, import duty. 

Same in the case of 20 per cent, less in Japan due to To be paid by the Japan- 
Japan and India. efficiency, plus margin that ese alone plus freight 

may accrue to Japan by the both ways, 
depredated yen. 

The benefits that accrue to Japan from the depreciated yen 

As stated above the depreciation in yen will leave a margin on yens spent in manufac¬ 
ture. The Table in 57th paragraph includes the gains that accrue to Japan from the 20 
per cent, efficiency (tide column 11). But without the 20 per cent, margin of efficiency. 
Exchange alone would not have enabled tho Japanese to reap the advantages that they 
at present do. 

Taking the pre-war parity of 100 yens to 153 rupees as normal, the utmost depreciated 
value of yens 100 was Rs. 107. At this rate the Japanese got Rs. 88 (at the rate of Rs.ll 
per 100 yens for 190 yen spent in manufacture) as the exchange margin, from which 
the import duty of 11 per cent, and the 20 yens si>ent in freight both ways and charges 
should be deducted, which are approximately Rs. 75 (at 11 per cent, per Rs. 681 per bale 
of cloth) and Rs. 21£ (for 20 yens at the exchange rate of Rs. 107) making a total of 
Rs. 96J. These figures show that the Japanese products after paying the duty at the 
utmost depreciation left a margin of about Rs. 81 per candy in favour of India exclusive 
of difference in efficiency. At present the rate of exchange is 100 yens to Rs. 130 (in 
August 1926) and therefore this margin of Rs. 88 will be much less (Rs. 44) while the 
items of import duty and freight and charges both ways-are Rs. 66 (for the value of 
cloth has decreased from 681 to 608) and Rs. 26 respectively making a total of Rs. 92 
which leavers a margin of about Rs. 48 per candy of cloth in favour of India irrespective 
of the difference in efficiency. 

As to the present low prices of Japanese products I have stated above that it is due in 
the first place to the efficiency of Japan, the benefits derived by her from low wages, longer 
horns of work, double shifts, and the. bounties and low freights and in the second 
instance to exchange which has from time to time decreased the margin between the 
Indian and the Japanese products created by 11 per cent, duty and freight and other 
charges both ways (approximately Rs. 66 piasRs. 30 at the rate of Rs. 153 to yen 100 
making a total of Rs. 96). 

26. The competition from other countries may increase if the exchange on that count, 
decreases the margin that normally remains by the help of 11 per. cent, duty and freight 
both ways and other charges as stated in detail in the ease of Japan in answer to question 
No. 52 above, 
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27. The whole problem is fully discussed above in answer to question No. 25. The 
other countries have reaped the same advantage from the fluctuations in the sterling 
ratio as Japan has from yen. 

The effects of 1/6 ratio 

If the rupee be stabilised at 1 /6, the exporting country will get the benefit of 12J per 
oent. so far as his cost of manufacture is concerned, which will enable her to decrease the 
present margin created by 11 per cent, ^import duty and freight both ways, with the 
ultimate result that her products will be placed more favourably on the Indian market 
than when the ratio stood at 1 /4. 

From the consumer’s view point, the ratio of 1/6 will have effects of some importance 
which are sure to ultimately react on the industry. By this new ratio the exporters in 
India will receive 12J less in rupees (although the same sum in sterling which they UBcd 
to receive before), which will ultimately be reflected in the restriction of their purchases. 
This restriction in the purchases of a large section (say about 90 per cent, of the Indian 
population because the prices in India will be affected by this new ratio) will ultimately 
tell upon the Indian textile industry in the near future. 

28. The difference in the conditions of labour in the exporting country is the primary 
cause of her successful competition in the Indian markets. With reference to Japan the 
Association calculated the efficiency to be 20 per cent, greater than that of the Indian 
labour. I think their efficiency to be more than 20 per cent, but 20 per cent, may bo taken 
to be the least representative figure in point of efficiency. 

The greatest exporter to India of yarn and piece-goods is the United Kingdom. The 
conditions of labour are most beneficial to that country except perhaps Japan, and the 
efficiency of that country may at least be considered to be 20 per cent, greator than that 
of India. 

29. So far as Japan is concerned, the bounties given to shipping companies, the 
facilities of freight space, allowance by the state of longer hours, female and child labour 
at night, removal of import duty on cotton and export duty on cloth, etc., are some of 
the forms of State assistance to the industry. 

With reference to the United Kingdom, the exchange policy of the Government of 
India, the Cotton Excise duty of 3$ per cent, til] 1925, and the preference given to 
English goods by the Government of India, etc., are some oftho forms of state’s indirect 
assistance to the industry. 

31. The foreigner has taken care to meet the requirements in regard to quality, finish 
and packing of the Indian consumer, while the Indian mills have not, with the result that 
to-day when the prices of foreign cloth are equal or a little higher than the prices of 
Indian cloth of the same quality, the consumer willingly purchases the foreign product. 
The low business morality of the Indian mills and their neglect to attend to the 
consumers needs, have spoiled the reputation of the native goods, with the ultimate and 
eventual result of being driven away from the market in such precarious times at the first 
moment. Had it not been for the Swadeshi movement that factor would have operated 
since. 

34. I don’t beliove this. The Bombay mills and some of the Ahmedabad mills with 
up-country mills such as Sholapur Mills, and some mills of Madras ore producing 
goods which it can bo said in fairness are able to meet the demands of the Indian con¬ 
sumer for the finer goods. 

Section III 
Internal Competition 

35. The extensions and establishment of mills in up-country centres have not affected 
the prosperity and the future prospects of the industry either in Bombay or in Ahmedabad. 
The reason for this is that although mills are established in different centres, their output 
is not sufficient to meet local demands, and unless and until they produce cloth aDd yarn 
sufficient to meet the local demands, or a very substantial quantity of the demand, there 
can be no internal competition and the future prospects of the mills in the moffusil cannot 
be affected. 

36. I do not believe that BQiubay mills have any advantage over mills in Ahmedabad 
and up-country mills. 

37. I do not believe that Ahmedabad mills have any advantage over Bombay mills 
owing to proximity of up-country markets, coal fields, or sources of raw materials. The 
Ahmedabad mills purchase cotton all over India with the result that on an average their 
prioes of cotton would equal the prices paid by the Bombay mills. 
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38. During the recent years of non-co-operation the hand-loom industry was a great 
factor in the supply of needs of the public. With the down-fall of the movement, it is 
losing its ground rapidly. 


Views on Internal Competition 

During the war period by the stoppage of foreign imports into India, an atmosphere 
of protection was created. The prices rose in those days, for the reason of shortage of 
supply. Hence the necessary conclusion is that unless and until the products of the Indian 
mills are sufficiently large to meet the demands of India or a very substantial portion 
thereof, no internal competition can ever exist. 

Section IV 
Mill Management 

40. I do not consider that the criterion laid down by the British .Safeguarding of 
Industries Act that the industry manufacturing similar goods which are imported into 
the country is being carried on “ with reasonable efficiency and economy ” is satisfied 
by the textile industry of India, either in Bombay, or Ahmedabad or in India generally. 
On the contrary it is being carried on expensively and inefficiently. The chief and glaring 
defects of the industry are as under, which I propose to discuss at some length below. 

1. Commission on production or sale of goods. 

2. Misuse of the reserve fund of the mills. 

3. Misuse of the borrowing powers. 

4. Misuse of the lending powers of the mill. 

5. Hereditary agency system. 

7. Relatives engagod on high salaries without reference to their efficiency. 

8. Abuses in the purchases of stores, machinery, coal, etc. 

9. Abuses in the purchase of cotton. 

10. Abuses in the sale of finished products, cloth and yam, and the waste. 

Items Nos. 1, 5, 8, 9, and 10 are discussed below in answers to questions Nos. 41 to 44. 

Items Nos. 2, 3, 4, and 7 

During the war time many concerns had built up large reserves which were ultimately 
used for increasing the existing productive capacity of the concern or were lent to other 
concerns newly started by the agents themselves ; thus in any case to serve the interests 
of the agents in the form of more incomes and greater benefits. The failure of such 
concerns has destroyed the reserves of many concerns and where productionhas increased 
beyond the sales the management has bocome difficult (as in the case of Bombay 
mills). 

Reserves were built up to meet exigencies, but their misuse demands strict legislation. 
The best solution is to employ the reserve as working capital for the concern, and 
to that extent borrow less from outside. » 

Many concerns borrow in the open market to an unlimited extent on the strength of 
their credit and misuse the money thus borrowed. At times concerns cost double their 
issued capital and this remaining sum is borrowed which means an additional charge 
upon the concern in the form of interest, less dividends to share-holders, and less income 
tax to Government. Conoerns borrow on the one hand and lend on the other. This power 
to borrow and to lend unlimitedly has been the stumbling block of a number of mills. A 
simple rumour in the bazaar is Buffioient to ruin any concern. The creditors demand 
payment all at once. Even the Central Bank of India with the support of the Bankers’ 
Bank (The Imperial Bank of India) has found it very difficult, though not impossible to 
stand the shocks of rumour. What of all these mills absolutely without any support. 

The directors generally being relatives of the agents themselves, the agents 
find it easy to mismanage the funds, utilise them for their own purposes, and thus 
render the concern hazardous against any attack from creditors. In the interests of the 
industry it is very necessary to limit the powers of borrowing and lending by legislation, 
and the directors should be appointed by vote by ballot system, each share-holder having 
only one vote irrespective of the number of shares held by him. The goal of each concern 
should be the reduction of the borrowed capital and to be self-sufficing. As its reserve 
increases it must be utilised by the concern itself and thus reduce the company’s debt. 
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Many agent* employ their relatives on large salaries in the mills irrespective 
of their efficiency and capacity. This reduces the productive capacity of the 
mills. The proper man does not get the chance that he ought to, and has to be engaged 
on inferior posts as his services cannot be dispensed with. In the interests of the mill 
industry this system should be at once put an end to, and qualified persons must be 
engaged on responsible posts. I think the University should hold departmental exami¬ 
nations and grant a certificate of fitness, and all posts above Rs. 100 per monsem should 
be open only for those who hold such certificates. The efficiency of the mills could only 
be increased by smart and intelligent hands placed in responsible posts, and if this takes 
place, the mills will be able to compete successfully with the foreign products in the 
markets. 

42. In Ahmedabad the commission of the agents on production is more common. 
The commission on profits is preferable for the following reasons :— 

Under the present system the agents in most cases get as much as all the shareholders 
combined. But this system becomes tho more unbearable when the concern is working 
at a loss and the agents got a large commission. Unscrupulous agents follow this 
system to the utter ruin of the oompany. 

Agents have no doubt to work very hard, and their interests can normally be assumed 
to be at one with those of the concern. They ought to be remunerated in spite of the 
fact that the concern may have worked at a loss, but the remuneration in this case should 
be limited to a fixed annual sum of Rs. 2,000 to 3,000 to suit each particular case. The 
case is different when the concern is working at a profit. Under the present arrangement 
the effect of an agent deriving a sum equivalent to the sum distributed as dividend is hor 
rible, the hulk of the shareholders remain dissatisfied, not only are capital and organisation 
placed on an equal footing, but organisation is given preference over capital in so far 
os its remuneration is fixed, while that of oapital is hazardous and speculative. The 
only satisfactory solution of this is a fair partition of profits to which both ultimately 
owe their roots. The agents should get a fair percentage (say 10) of profits calculated 
after deducting cost, interest, insurance, depreciation and income-tax. Labour too must 
have some right to the profits in the form of bonus. 

When the commission is on production, the agents are enticed to value the stock on 
hand at the date of the balance sheet at a lower rate than the existing rates. This means 
a lower income-tax to Government and keeping the company’s real affairs secret from 
the shareholders. 

The managing agents should not ho hereditary. A son may not turn out to be as 
expert as his father and the ooncern may work at a loss and may be ruined. 

44. If the agents do any other business than the mill management it is not beneficial 
to the interests of the mill. 

Section V 
Mill Finance 

47. There was an unduly liberal distribution of profits by mills between 1917-1923- 
The abnormal prices of shares were due to large dividends distributed by the mills, and the 
, general impression in the bazaar was that the mills were producing gold yarn instead of 
cotton yarn. 

A splendid opportunity in the shape of the boom-period of 1917-22 was afforded to 
the mills by nature to improve their efficiency, and make their position stable. No mill 
has utilised it to ensure itself against bad times, and spent all her energies in distributing 
large dividends. 

The mills ought to have restricted their liberal distribution of dividends and commissions 
and utilised the surplus in making the concern self-sufficing by paying off all the debts of 
the oompany, in replacing old machinery by new, in training the labour, in providing for 
schools and sanitary chawls for labourers and in building up their business credit, thus 
improving the economic condition and efficiency of the mills. With the down fall of the 
non-co-operative movement the low business credit of the Indian products hurried 
the fall of the Indian mills and there is nothing to be surprised at. 

Had the mills been self-sufficing in the point of capital, the present interest charges 
would have disappeared from the production cost of the mills. The providing of schools, 
and sanitary ohawls at low rents with some sort of old age insurance and accident insurance 
for the labour would certainly have kept the remuneration of labour somewhat below 
its present leveL Strangest of all no provision has been made bv any mill for the training 
of the labour. No mill has sent anybody to England or to Japan to study the mill 
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industry there. No schools ere started to train the labour which would increase their 
efficiency. Had a small sum been sj)ent on these heads, had the dividends been restricted, 
and had the mills been made self-sufficing, the agents would not have been forced to say 
that Indian labour is 20 per oent. inefficient in comparison with Japanese labour, that 
they are meeting with an unfair competition in Indian markets, and that a protective 
duty of 13 per cent, or more is necessary. For theso faultB of the agents and those 
responsible for the mill-management for not- utilising an opportunity, the consumer in 
India should not be made to pay in the form of additional protective duties. 

One would naturally question at this stage that in spite of mismanagement, and 
depression, more than half the mills of Ahmedabad are working at a profit. There is 
nothing to be wondered at in this. It is an oconomio sequence. 

In spite of the ever-increasing quantities of the Japanese products being imported into 
this country and large quantities that are imported from other countries like the United 
Kingdom the Indian demand is greater than the supply from without. Again there is 
to-day a large section of the population who would hesitate to purchase foreign goods in 
preference to Indian mill products. The shortage of foreign supply has therefore to be 
replaced by the supply from the Indian mills, and the consumer has to pay for them. 
The Ahmedabad mills though expensively managed and in most cases mismanaged, are 
able to produce cloth cheaper than the Bombay mills, and hence are able to effect large 
sales to supply the demand. But if the Japanese imports were to increase, the Ahmedabad 
mills will have to disappear from the Indian market, as the next marginal producer. 
In view of the ever-increasing imports from Japan, the present profits of the Ahmedabad 
mills should not misguide anybody as to their position and stability. It is only a question 
of time for the Ahmedabad mills to be driven out of the Indian markets. 

48. As far as possible the capital should be obtained by ordinary shares. Depreciation 
and other funds like the reserve fund should be utilised by the mill itself. 

40. The mills ought to be self-sufficing. 

60. The practice of investing in allied eonoems should bo put an end to. When 
a mill company has no debts, when working capital is of the company itself, and the 
position of the accounts leaves a surplus, the same must bo distributed to the share¬ 
holders. The investments in allied concerns has contributed in no small degree to the 
ruin of sound concerns. 

Section VI 

Costi of Production — A. General 

66. The machinery of the spinning department should be replaced every twenty 
years. The machinery in the weaving department may be replaced after a longer term, 
say about 36 years. 

If we assume the capaoity of the new machinery to be 100 per cent, then tho normal 
capacity of the machinery in working order should be 80 to 86 per oent. But in most 
of the Ahmedabad mills this working capacity would not be more than 60 to 65 per cent, 
in the spinning department because of old machinery. To this extent the effioionoy 
of the mills is hampered by old machinery. 

For weaving machinery I have no figures to criticise the present condition. 

B. Paw Material 

60. Cotton is purchased in cotton districts through (1) commission agents and 
(2) brokers when the mill directly acts with the commission agent of the seller. In tho 
first case the samples are submitted to the mill, and on approval of the sample, an order 
is given to purchase that quality at a particular price. At times, pressed bales are pur¬ 
chased, at times loose cotton or kappas is purchased and ginned and pressed into bales by 
the commission agents on behalf of the mil ls. A particular commission is allowed to 
commission agents and all other charges have to be borne by the mill. 

In the second oase the cotton merchants through their commission agents act directly 
with the mill with the aid of the mill-brokers. In this case the cotton is in full-pressed 
bales, and the place of delivery is always settled. All expenses till the bringing of ootton 
to place of delivery are borne by sellers, and those incurred after delivery arc borne by mills. 

In any case after the cotton is purchased a mill-clerk is sent to examine the bales 
If the bales are approved and found up to the quality of the sample submitted, delivery 
iB taken, if found of a lower quality, at times the transaction is cancelled, but in most 
cases an allowance is granted by the 3eUer in favour of the mill, and tho delivery taken. 

j«OY 422—32 
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In Bombay the offices act as commission agents in the purchase of cotton on behalf 
of the mills. 

It should be remembered in this case that the brokers and the commission agents 
working in cotton districts are mostly either the relatives of the agents whose efficiency 
and capacity is questionable. Stores are purchased from the shops of the agent’s relatives 
and thus there are inherent abuses in the purchase of cotton and stores. 

61. Many agents deal in cotton futures, and purchaso forward cotton. If a loss 
results, the transaction is carried to the mill account, and if profit results, there is no 
question asked. 

C. Labour 

75 Mills in Bombay and Ahniedabad have done little to house their labour. Sanitary 
housing conditions are sure to improve the efficiency of labour. The examples of other 
countries in suoh respects should serve as a guiding lesson to our mill agents. 

So far as Ahmcdabad is conceruod there are ample facilities for the mills if they desire 
to solve this problem. If a real effort is made in this direction much can be done ; a room 
of 15 x 15 feet would cost Its. 5-8-0 as rent to a labourer inclusive of municipal and 
other charges while capital spent on building such a room would bring about 5 per 
cent, interest. 


I). Oner head Charges 

86. Tn order to be able to renew the whole machinery every twenty years 5 per cent, 
of tho existing cost of machinery must he sot apart as depreciation oharges. At present 
most of the Ahmedabad mills chargo depreciation on profits, but in all fairness it should 
be a charge on the cost of production. The depreciation fund sho'dd he utilised for the 
renewing of the machinery oidy. The repairs effected to tho existing machinery should 
be considered as a separate charge to he met by tho mill from the coBt of production and 
not from the depreciation fund. 

87. For the purposes of the balance sheets stocks are valued at a lower rate than that 
prevalent in the market. In rare cases there have been independent valuations. 

Section VII 

Suggestions as to remedial measures. — A. Suggestions put forward by 
the Bombay MiUoumers' A ssur.inlion 

96. The duty on machinery and mill-stores should not be abolished, since it may 
affect other industries adversely. But a rebate equivalent to the difference in pies per 
pound in the cost of manufacture should be allowed by Government on cloth and yarn 
exported to foreign countries. By this system the export trade of India would get the 
benefit equal to the abolition of the duty. Care should be taken that no undue ad¬ 
vantage is taken for goods shipped to various parts of India. 

97. The company super-tax is a tax on profits and is therefore not an hindrance to 
the mill industry. 

98. Since Government have failed to keep their word of providing 50,000 rooms at 
Rs. 5-8-0 to Bombay millhands from the inoorae of the town duty, the duty must go. 

Since the Government of India are launohed on a policy of protection, and since the 
steamship companies are allowed to freely compete with Indian lines, it is very necessary 
that the Government should not only negotiate, but compel the foreign steamship comp¬ 
anies to charge lower rates and to make greater facilities for freight space for the carriage 
of Indian oargo to foreign export markets. When protective duties are imposed on foreign 
steamship companies, the Indian linos may be compelled to do this. But till then, the 
foreign companies must bo compelled to reduce rates. 

104. At present for the revenue purposes of tho Government of India a duty of 11 
per cent, is imposed on all cotton yarn and piccegoods imported into the country. I 
have shown above that the exchange alono has never been able to offset the effects of 
the 11 per cent, duty plus charges and freight both ways. With the sterling exchange at 
1/6 some benefit accrues to tho producer in the United Kingdom. But it is the higher 
efficiency of the foreign producer that helps him to successfully compete with tho 
products of the Indian mills. It must hero be noted that t.he mill management is 
responsible for this inefficiency, and it is not just if the oonsumer is made to pay for 
them by an additional 13 ner cent, dutv on imDorted mods. 
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But the question has another side. The fostering of an indigenous industry like the 
textile industry in the country is of immence value to India, and therefore if the 
industry is attacked from without by unfair competition, it is but just, that it should be 
protected by tariff legislation. But if suoh an effort has to be made, not the consumer, 
but the mill agents, and the mill management must be called upon to make the greatest 
sacrifice by improving the management to the utmost, and restricting their large commis¬ 
sions either directly or indireoitly to a minimum. If all the unfair customs are put an 
end to, and if a real effort is made by the millowners themselves, it is certain that the 
industry will be able to stand on its own feet. 

As shown above at the present yen-rupee exchange of 100 yen to 130 rupees, the 11 
per cent, import duty and freight both ways leave a margin of Rs. 48 in favour of India 
per candy of cloth, i.e., 8 per cent, (since a candy of cloth is worth Rs. 608) irrespective 
of the difference of efficiency. Our mills will work profitably if the reform of the manage¬ 
ment was readily undertaken, and whole-heartedly applied in the interests of the irdustry. 

But if it be found necessary to make provision for any depreciation that may yet take 
place in yen-rupee exchange or for the undue advantages derived by Japan from not 
fully adhering to the Washington Conference, a alight increment of the present duty 
will serve to offset its effects. But in no case should the consumer be made to pay for 
the mismanagement of the mills. 

106. If the duty is at all imposed, it must be for a temporary period, and the profits 
received by the mills must be spent exclusively for increasing the efficiency of the mil la 
onlj - . So that after the expiry of that transitional period the mills may emerge purified 
and able to withstand any competition. 

106. If the duty he imposed, either on certain qualities or on all goods, it is Bure to 
result in the increase of prices. The additional duty of 13 per cent, would be a ourse to 
the middle and the lower olasses whose incomes are sure to be affected by the exohange 
ratio of 1/6. 

107. So long as the economic conditions of the community are not stabilized, the result 
of the imposition of the duty would merely be «uch increase, as might result from the 
displacement of imported goods. 

108. This factor would not operate for the reason that the total output of the Indian 
mills is not sufficiently largo to supply the whole demand of India, or even a substantial 
part thereof. The prices, then, wUl be fixed on the standard of the prices of imported 
goods. 

109. Not under the present circumstances. 

110. During the non-co-operation movemont many traders passed off Japanese goods 
as Khaddar and Indian mill product whioh acoounta for its large consumption in 1920, 
and years following. The prices paid were generally higher than the quality would 
have brought. 

111. So far as the statement in paragraph 121 of the Mill Owners’ Representation is 
concerned, it is necessary to remember that there is even to-day a large section who 
depend on hand-spun and hand-woven Khaddar. Of course their number is fast 
decreasing, but their number is still considerable. Before the movement, mill-made cloth 
was generally used for all purposes, but at present Khaddar is used instead, and only for 
wearing purposes mill-products are utilised. 

B. Other suggestions 

116. No export duty on ootton is necessary. The income of the cotton growers is 
already affected by the exchange ratio of 1/6 to the extent of 12J per cent. If ary export, 
duty were to be imposed, America with her large cotton orop would prac'ioally drive out 
India from all the overseas markets. America has a usual balance of about 5 million 
bales at the end of the year, which is the normal Indian product. The annual product 
of America is about 15 milli on bales whioh with her balanoe of the previous year would 
be able to supply the whole world. Under suoh circumstances the Indian exporter would 
be foroed to sell at a price at whioh the same quality is sold by Amerioa, and an export 
duty would mean a burden on the exporter of India and not the foreign importer of Indian 
ootton. It will thus adversely affeot the inoomes of the ootton-growers. The prices 
jn India will decrease with the ultimate effect of a smaller area under cotton cultivation. 
The prices will normally be below American prices. And the Indian ootton will disappear 
from the overseas markets. 

126. In order to purify the mills, a sound public opinion is necessary. This can be 
done by the establishment of a Shareholders’ Association) 

M0 y 42?—32(i 
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The Government should appoint an officer expert in mill work to look after th manage¬ 
ment of the mills and to inquire into the affairs of any mill company at the request of 
shareholders. His salary and the charges of his establishment should be met from the 
mills. 

There should be no hereditary agents. Direotors and auditors should be appointed 
by vote by the ballot system, each shareholder having only one vote irrespective of- the 
number of shares held by" him. 

Abuses in the purchases of cotton and stores should be stopped. In this case the interest 
of the agents is mostly against the interests of the mills. Schemes should be evolved 
for making their interests ooincide. 

The borrowing and lending powers of the mills must be absolutely restricted. No mil l 
should be allowed to lend a pie to any allied concern, or any shroff, merchant, company, or 
the agents and Direotors themselves. Every mill should have an account with a 
recognised bank in the name, of the mill itself and all surpluses resulting from the 
aooounts of the mill from time to time must be deposited in that account only. 
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Witness No. 94 

Mr. JIVANLAL C. SHAH, AHMEDABA0 

Written Statement dated the 26th October 1926 

ORGANISATION AMONG THE MILLOWNERS 

Though the depression may not be directly attributable to any lack of organisation 
among the millowners, it may be said that depression in any trade would certainly be less 
felt if stops were taken to mitigate the evil effects of such depression by concerted 
action and on better organisation of that trade. The Millowners’ Association could 
attend to the following with great advantage to the industry :— 

1. Purchase of raw cotton and disseminating of intelligence regarding it. 

2. Purchase of stores and coal. 

3. Insurance and banking. 

4. Trade Bureau. 

5. Sales propaganda and investigation of markets. 

6. Training of labour— 

(<i) Technical. 

(b) Primary and literary. 

7. Rendering technical and expert advice to the mills in different branches of 
trade by engaging the services of required experts. 

8. By devising improved methods of increasing efficiency of labour. 

INVESTMENT IN ALLIED CONCERNS 

There is no practice of investing funds in other mills but there is a system of placing 
fixed deposits in allied concerns and this has been found advantageous to all concerns. 

purchases op raw cotton 

Japan due to her better organised system of buying raw cotton affords to maintain an 
efficient and well equipped intelligence service. As areault the buyers are better prepared 
to cover their requirements at the proper time., 

I do not agree with the opinion sometimes held that Japan or any other country buys 
simultaneously'with Indian purchasers, at any advantageous price. But because of the 
organised system of buying they are better informed as to when to come into the 
market. As suggested by me in my reply to Question 2 any organised efforts on the 
part of the Millowners’ Association in matter of purchase of cotton and disseminating of 
intelligence regarding same will be found considerably helpful and beneficial. 

TRADE COMMISSIONERS 

The appointment of Trade Commissioners will be found advantageous to sales. They 
may be appointed to places in countries like the Far East and^the Near East. 

I would also lay stress on the appointment of “ Inland Trade Investigators ” who may 
travel from placo to place, and in the territory in which they are appointed and investi¬ 
gate into the markets and report on the trade possibilities and render personal help 
when required. These persons should possess sufficient knowledge of the trade and be 
acceptable to the Millowners’ Associations. 

EXTORT DUTIES ON COTTON 

I am of opinion that export duties on raw cotton will in no way help the industry but 
on the contrary will provo harmful to the cultivators and may result in cotton cultivation 
being retarded. In this connection I may quote paragraph 186 of the Fiscal Commission 
report (1921-22) with which I fully agree :— 

“ Some witnesses have suggested that an oxport duty should bo placed on raw cotton, 
of which very large quantities, amounting to something like half the total Indian 
production, are exported. The proposal has been advanced mainly on the ground 
that such a duty would yield an appreciable and much needed revenue. But 
we consider that on the principles we have laid down the imposition of such a 
duty is not admissible. Indian cottonis neither a monopoly nor semi-monopoly. 
Japan at the present moment buys an enormous quantity of Indian short staple 
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cotton, but she also uses a large amount of American cotton, which is long 
staple. The proportion of the Indian to American cotton consumed in Japan 
depends to some extent on the comparative oost. A rise in the price of the 
Indian ootton would therefore tend to decrease the Japanese demand. It 
must also bo remembered that the growth of short staple cotton is being 
developed both in Korea and China. Apart therefore from the question of 
proportion of short staple to long staple cotton consumed in Japan, it would lo 
most dangerous to assume that India has a semi-monopoly in the supply of 
even the short staple cotton. We consider that an export duty on cotton 
would fall on the ootton producer in India and would have the effects of 
discouraging the production of cotton.” 

MILL MANAGEMENT 

The Agency system 

The cotton industry in India owes its inception and growth to the Agency system of 
management. The Agency system of management and the Agents have been subject 
to attacks from outsiders having little knowledge of its origin and working. 

India has beon doscribed as a country of “ Shy Capital ” and hence during the early 
period of industrial developmontsin India the entrepreneur had much difficulty in getting 
the required capital to start an inuustry. He was also not prepared to risk all his own 
capital on the outlay nor could he find a population sufficiently intelligent to respond to 
his call forsubscribing share capital. It was therefore the essential features of the Agency 
system that came to his help. He got round him a circle of friends and relatives aH 
promotors and financiers who undertook to subscribe the required capital. The original 
promoters did not come forward to invest a large amount of their money for the sake cf 
far away and uncertain dividends. It therefore became necessary to offer them special 
inducement by way of a share in the renum oration of the Agents’ firm. They therefore 
became in effect partners in the firm of the Agents and held a substantial portion of the 
share capital. As such partners they in many cases gave deposits for long periods. 

It was thus that the entrepreneur was able to secure his financial requirements to 
start the mills, which he alone could never have done. 

If one were to imagine the difficulties that the original promoters had to face and the 
sacrifices, financial and otherwise that they were called upon to make from time to time, 
he would be convinced that unless there was a permanent stake in that concern, nobody 
could have been expected to undertake the enterprise. 

It may be that the fiduciary position that the Agents enjoy may have been abused 
in some quarters and in spite of the allegations made against the system regarding defects 
patent to it, in my opinion the system has worked sufficiently satisfactorily to conduce 
to the interests of the textile trade. This system was best adapted to the conditions 
existing in India, and it is a question whether the industry could have been brought to 
its present footing under any other system. 

It is not out of plaoe horo to mention a few facts whioh are always neglected by critics 
who have no experience of the working of the system. 

The so-called fact commissions earned by the Managing Agents are in the majority 
of cases not unreasonable, when viewed from the facts stated herein. 

The Agents in many caffes do not pocket the whole of the commission earned but have 
to share with other promoters a substantial portion of it which leaves to them in many 
cases not more than four annas as working commission. 

The Agents have always guaranteed a certain percentage of dividend and to make up 
this they even forego their commission earned. Besides in many instances the 
Agents have foregone their entire commissions with a view to put the mills on a better 
footing, for a number of years. 

It will be seen therefore that the Agency system has its own peculiarities and properly 
understood it will appear to have proved a boom to the industrial development of India, 
rather than a target for attack and levelling all sorts of undeserved aspersions on the 
fair name of the people who have had no mean share in the industrial awakening of 
India. This system has been found admirably suitod to the peculiar needs of India 
and it is for this reason that we find the same so highly successful in all branches of trade 
in India. 


CAUSES OF THE PRESENT DEPRESSION 

The present depression in the textile industry is not peculiar to India alone but is 
prevalent all over the world. Each country has its special causes which are accentuated 
by the general causes of depression all ovor the textile world to the extent a country is 
dopondent over the other either for imports or exports. Adequately to underst.orwi 



the causes of the depression in India it is necessary to consider at some length the features 
of the world textile industry. 

Before the war England due to her highly specialised slyli and labour efficiency acquired 
during many years of prosperity had undisputed sway over the world in textile trade. 
Other countries some of which had more natural facilities were developing the ootton 
industry though making very slow progress. 

During the war some of these got sufficient opportunity to extend the scope of their 
industry and also to make a fair increase on spindles and looms that were working. 

The United States of America, Japan, China and India had the best of it and were able 
to somo extent to capture the market previously catered for by England or supply their 
own needs to an increasing extent. Impetus was also given by the immense increase 
in demand due to the war requirements of the allied countries, and the comparative 
difficulties in getting supplies during the war, as a result of which production increased 
considerably. After the cessation of the war, expectations of demand from all belligerent 
countries created great excitement in textile prices and manufacturing. It was the 
high tide of speculation and prices reached their maximum between 1918-20, and conse¬ 
quently mills made enormous profits for these years. Special war time regulations for 
incorporating joint stock companies or some such regulation restricting incorporation 
in all the countries were also relaxed after 1919. As a result new floatations cropped up, 
existing mills were reorganised on appreciated valuation of blocks, necessitating increased 
return to capital. The existing concerns also Oxtended their mills at very high premiums 
on the prices of the machinery. This is not a singular feature of India alone, or any one 
industry alone, but is widespread in all countries and all industries alike. 

In examining the causes of the situation, one must not neglect the obvious, and that is 
the general dislocation resulting from the war. Then there is the post armistice boom 
and its collapse accentuated in the caso of India by the fall in the rupee exchange, the 
incidence of an adverse balance of trade for two years in succession, a poor monsoon, 
the loss of Russia and Central Europe a3 a market for Indian goods and the decline of 
internal prices in other important markets such as the United Kingdom, the United 
States and Japan. 

The productive capacity of tho world has increased duo to the development of the 
cotton industry during the war. The special war time demand of the world has been 
eliminated since the armistice. The normal demand of the world could not be Baid to 
have increased in proportion to the increase in production. -Besides, the prices have 
also kept up the premium over 1913. During tho readjustment after the war tho world 
economically is in no way a hotter position. The income of the individual may seem to 
have been increased in rupees, annas and pies hut the sum total of welfare does not 
seem to havo improved. 

All over the world due to the various local and othor causes, the demand in respect of 
clothing in all tho important countries has not roturned to its pre-war normal require¬ 
ments. To some extent these countries have added to their own capacity for providing for 
clothing and thus wanting a smaller amount of import. This phenomenon is remarkably 
visible in cases of countries like China, Japan, the United States of America and India. 
In many other countries including the above, sooial, political and natural troubles have 
not allowed, on tho other hand, the pre-war demand to attain its normal level. 
Consequently the volume of demand is much below its pre-war extent, all over tho world. 

During tho war the Indian textile manufacturing industry received a great impetus 
and so the production increased as a result of addition in the number of looms and spindles 
working. During the war this was amply supported by the special increase in domand. 
On the other hand supplies declined due to reduction in imports, ascribable to difficulties 
of manufacturing in belligerent countries, increase in freights and prices in general. 
Compared to tho conditions in the world Indian demand continued to support the industry 
due to the political movement of Swadoshism. This demand continued to feed the mills 
and the indigenous hand-loom production. The effects of the slump folt all over the 
world after the cessation of tho war was felt in India about two years later. 

During favourable years of exchange for imports during 1920-21, Indian buyers made 
purchases on an enormous scale, but when tho bills arrived to be presented the exchange 
was adverse and hence these goods found difficulties in moving into tho markets. It was 
with the fall in the prices and slackening of boycott that this stuff began to find way and 
at lower rates thus ousting tho Indian manufactures from the field. 

It is only at this state after 1922 that the Indian mills began to feel effectively 
competition from the imports. Prices also began to fall and increased efforts on the 
part of the exporting countries to market their produce accelerated this phenomenon. 

The systematic and continued fall in prices hit hard the traders and middlemen who 
have incurred immense losses during the past four years of falling prices. This has 
resulted in killing enterprise in trade and,hence the mills havo increased difficulties 
by way of stocking and financing till domand comes from the consumers. 



The present consumption of piece-goods in India is far below the pre-war consumption. 
The Indian mills havo increased their production by nearly BO per cent, hut they are not 
able to supply all the needs of clothing. The opinion held in some quarters that there 
is overproduction is far from tenable. 

But, whether India will soon demand its pre-war volume of textile requirements 
resulting in better trade prospects for Indian mills lead me to consider a few important 
factors. 

Tho balance of trade is in India's favour which mean better condition for imports. 
The rate of exchange though stable is still at an advantageous point for imports. The 
legacy of the boom in excessive stocks has dopressed the markots for the past so many 
years in reducing prices to below margin levels, thus limiting the scope of competition 
and resulting in disadvantage for Indian mills. 

Considering the demand side it may be stated that for the past few years the monsoon 
in India has been favourable, but it is well known fact that oven with good monsoons what 
the groat mass of the Indian population can afford to spend on clothing is strictly limited. 
At present the consumption of cotton goods per head of the population is stated to be 
about thirteen yards as compared to sixteen to eighteen yardB in pre-war years. The vast 
population is engaged in agricultural pursuits and for his products it is estimated that the 
poasant is receiving only 63 per cent, more than in 1914. The index number for Bombay, 
November 1923, shows cereals at an average price only 25 per cent, higlier than in July 
1914 while cotton manufactures arc 135 per cent, higher. Since 1923 the prioes have 
further fallen hut until this premiun on pre-war cotton goods is brought nearer to the 
premium on the purchasing power of the population of India it seems unlikely that a 
demand for tho pre-war volume of pioce-gonds will bo experienced by the Indian markets. 

Against this is the out-throat competition in sales and reduction of prices has made the 
conditions for tho Indian sellers highly uninviting. And because of the depression in all 
the markets of the world, the better situated the industry and better equipped and 
protected it be the more successfully will it emerge from tho struggle. Imports into 
India havo decreased sinco 1914 and to-day they have not reached their pre-war figure. 
This means that exports have fallen in supplying countries and they are trying their best 
to find markets for their wares in our country more zealously than they ever did. In 
these countries tho industry is hotter equipped and organised with efficient labour and 
henco while competing with them India is at a disadvantage. The struggle will need 
ablo handling of trade by the industrialists and the State will have to act to protect the 
industry from annihilation from competition of more powerful rivals. 

Taking into account all tho facts it would appear that apart from the possibilities of 
extraordinary changos, tho prospects that the Indian industry will regain stability and an 
amount of volume of trade at profitable prices in the near future are not very bright. 
Taking a longer view there is no need for despondency. That the industry would be 
badly shaken in the world upheaval was inevitable; but as the settling down process 
proceeds and as normal economic relationship are re adjusted and re-established 
throughout the world, the Indian mills will have to faco severe competition from more 
firmly established, better organised and well protected rivals. From the state of 
conditions in tho textile industry "in India it is very unlikely that Indian mills will be 
able to cope with the difficulties without State aid. Evon the English cotton industry 
is well looked after, after years of stabilisation, by the Ministers of State. The Japanese 
Government has never been slack in holping tho cotton industry in its onward progress. 
Even recently the “ Japan Weekly Chronicle ” has threatened India with retaliation in 
case any protection is awarded to the Indian textile industry and informs us that “ The 
Government is ready to do its part.” 

The depression is certainly temporary till the time that economic forces regain regular 
channels. But unless the State adopts a policy of safeguarding the industry and the 
interests of Indian textile tradeeand gives up the policy of “ Eaissez faire ” by directly 
undertaking to help the trade firmly to take its root on sure lines of progress, the Indian 
textile industry is doomed to receive a hard shock from which it will nevor recover. 

IMPORT DOTIES 

I accept the principles laid down by the Fiscal Commission for the purposes of giving 
protection to a industry. India has immense possibilities of textile manufacture and 
therefore in my opinion all the imported piece-goods must be subject to heavy import 
duties. What should be the extent of this protection must be decided by experts, due 
consideration being given to the cost of production and selling price of imported goods. 
Taxing tho imports of yarn will necessarily mean that the hand-loom weaver will be hard 
hit, but tho evil effects of such a duty may be counterbalanced by the ultimate gain 
that the country at large will reap. I can quote with advantage one instance of what 
Japanese competition has done in connection with a certain count which was sold by the 
mills with which I am connected. No. S4’s twist yarn was sold in the Fyzabad district 
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a few years back in large quantities but this count has been ousted from the market by 
32’s Japanese and consequently not a single bale is sold at present in this district. 
Similar havoc has been wrought by the advent of cultured Bilk yam—a very cheap stuff, 
in ousting another count in the same district. Where my mills could sell forty to fifty 
bales a month, there even thirty bales are not disposed off within a year now. Consider¬ 
ing a few solid facts I proceed to examine the question generally. 

Primarily it is necessary for fostering an industry to have effective measures of pro¬ 
tection, and to strangle so far as possible all the elements of competition till the industry 
attains a fair footing of existence. It is only on this system that the industries of all 
advanced nations are built up. The way in which England rose to such industrial 
eminence is sufficiently well known to all students of economic history. The highly 
protective and in effect prohibitive duties levied on silk, cotton and woollen piece-goods 
imported from India and othor countries in the 18th century is sufficient to con vince any¬ 
body of the importance of effective protection. Mr. R, C. Butt in his India under Early 
British Rule has given a graphic picture of the fall of the cotton industry in India and the 
corresponding rise of textile trade in England. It is a sorrowful talo for all Indians to 
read and 1 shall bo content with quoting only one oxeerpt of H. H. Wilson, historian 
of India, quoted by the author in his book and described by him as an impartial and 
emphatic verdict on the subject: 

“ It is also a melancholy instance of the wrong done to India by the country on which 
she has become dependent. It was stated in evidence (in 1813) that the cotton 
and silk goods of India up to the period could be sold for profit in British markets 
at a price from 60 to 60 per cent, lower than those fabricated in England. It 
consequently became necessary to protect the latter by duties of 70 and 80 per 
cent, on their value or by positive prohibition. Had this not been the case, had 
not such prohibitory duties and decrees existed the mills of Palely and 
Manchester would have been stopped in their outset and could scarcely have 
been set in motion even by the power of steam. They were created by the 
sacrifice of the Indian manufacture. Had India been independent, she would 
have retaliated, would have imposed prohibitive duties upon British goods, 
and would have thus preserved her own productive industry from annihila¬ 
tion. This act of self defence was not permitted her ; she was at the mercy 
of the stranger. British goods were forced upon her without paying any 
duty and the foreign manufactures employed the arm of political injustice 
to keep down and ultimately strangle a competitor with whom he could not 
have contended on equal terms.” 

Protection implies that the comsumption of the people is to be diverted into desired 
channols and though not a necessary result it may be anticipated that prices should 
go up or consumption be cheeked. But as has been found iu all countries, this effect has 
proved to be short lived and the ultimate result of the same highly beneficial to the 
country at large. Another aid to this effect is to be found in the possibilities of internal 
competition which will not allow profiteering for all times. It is therefore natural that 
in view of the national developments by protection of industries the consumer may have 
to pay a higher price, but in the end the effects will redound in the country benefiting at 
large. 

India has been the home of the textile industry for ages. It is only during the tran¬ 
sition from artisan production to mass production and that due to political inability that 
she was left behind the other countries in the race. Sho has ample raw materials, cheap 
labour, capital and enterprise to develop any industry if favourable conditions are 
afforded. 

It was due to the enterprise of the native capital that the industry could develop 
to its present position and in spite of vicissitudes of political adversities and financial 
troubles the industry has been able to face all attacks of pernicious competition. Had 
the State stood by the side of the cotton industry, India would have been able, today, 
to supply her own needs and withstand any amount of foreign dumping. 

In my opinion, therefore, State protection is always necessary to ward off any compe¬ 
tition that may have adverse effects on any industry of a country. The circumstances 
of each case may decide as to what sort of protection and for what period it should be 
extended. The theory of Free Trade is a myth as is evidenced from the history of the 
commerical developments in all advanced nations. 
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Witness No. 95 


THE BUCKINGHAM AND CARNATIC MILL Co., Ltd., MADRAS 


Oral Evidence of Mr. O. W. Chambers, Director, and Mr. Hargr aves. Manager 
of the'Carnatic Mill recorded at Madras on the 24th September 1926 1 

Q. President. —I think the best plan would be, since you have no written statement 
to give us, to follow the order of the questions in our questionnaire aB far as possible, 
so as to keep the disoussion more or less on definite lines. There is ono point 
about which X would like to ask you at the outset. We have been told, as you will 
see in due course in the reportof theevidence given before us, that the Buckingham and 
Carnatic Mills are in a more comfortable position than most mills to-day owing to the 
fact that they are engaged almost entirely on army contracts and therefore have only a 
comparatively small surplus to dispose of. We shall be glad to know if that is aotually 
the oase. 

A. Mr. Chambers. —That is by no means the case at present. The Buckingham Mill 
has at present the bulk of such army contracts—when I say army contracts I mean 
Government contracts—and has about 200 looms on Government work out of a total 
of about 1,300 looms in the mill. I have not got the exact figures. The Carnatic Mill 
has got about 100 looms on army contracts. Those figures are as high as they have 
been for some years. 

Q. The general impression is evidently a mistaken one. Our first question refers 
to the extent of the present depression owing to various general causes. What are your 
views T 

A. My information is that the depression is general in Bombay and X believe in 
Ahmedabad also, but I do not think that the mills anywhere else in India including the 
ones with which I am specially connected can be correctly described as in a depressed 
condition at present. We certainly arc not. 

Q. It would be extremely helpful to us if you could give us the reason why mills in 
this part of India should be in a better position than those in Bombay or Ahmedabad ? 

A. The difficulty is that I know something about our mills, but not so much about 
other ones. 

Q. But your general impression on the point would certainly be useful. Do you 
consider that it is becauso there are any specially favourable circumstances here in 
regard to suoh faotors, as the supply and prices of cotton ? 

A. No. I should say that the Bombay and Ahmodabad mills are as well placed as 
ourselves in regard to the obtaining of cotton. They are no worse and no better. I. 
cannot think of any facilities in which they are worse off than ourselves. 

Q. What about labour ? 

A. I think in some respects labour is better in Bombay than hero, and I can give you 
an instance which I have no doubt you are familiar with. In Bombay as a general rule 
a weaver can work two ordinary looms. In Madras we have made serious attempts to 
induce our weavers to work on two looms. After trial, they were unable to do so properly. 
The best of them could only get 80pcr cent, of what they should have got in the way of 
production, and tho average was considerably below that. It was a failuro. They are 
unwilling to do it. 

Q. Ar e the wages here distinctly lower than they are in Bombay ? 

A- If we take the automatic loom, I can give you the Madras figure carefully checked. 

Q. Would it not be better for our immediate purpose to take the ordinary looms ? 

A. Very well. I see in Appendix III to the “ Questionnaire of the Indian Tariff 
Board and answers of tho Bombay Millowners’ Association ” in the last column headed 
“ standard muster 1st April 1923, Re. 47-12-0 against weavers. We were then working 
two looms for Rs. 47-12-0. Our figure for August 1926 for an ordinary weaver on 
one loom is Rs. 35-6-0. 

Q. Can you give us the figures for spinners for August 1926 ? 

A. Mr. Hargreaves— 

Rs. a. p. 


For mixing and blow room tenters it is .. 

Card room .. .. .. 

Speed frame : piece-work rates drawing .. 

Average wages for slubbing 

Intermediate 

Roving 


.. 0 12 9 

to 0 15 0 per dav. 

.. 0 12 0 

to 1 2 9 „ 

.. 0 13 9 

to 1 1 0 

.. 32 0 0 

.. 30 1 0 

.. 20 6 0 
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Those are-average wages. I might explain thfi.t we have quite a different system from 
that which is usual, I think, in the case of most Indian mills. We make carding and 
spinning a sort of nursery for the rest of the mills. We do not take outside labour except 
in extreme oases. The bulk of our labour is trained in the schools. As you know, we 
have got mill sohools here and our praotice has been for some years past to take our 
labour from these schools. For in only two departments have we got part time workers, 
i.e., carding and spinning. We bring these boys from the schools mostly when they are 
12 years of age into the carding and spinning departments as vacancies arise and we 
promote boys from those two departments to the weaving, reeling, dyeing and other 
departments of the mill. The wage is annas 3-0 to annas 4-0 a day for a half time 
boy and annas 7-6 to annas 0-6 for a full time boy which comes to not more than Its. 16 
a month for a full time boy. 

Q. Do I understand that all your spinning is done by half time workers ? 

A. The half time workers will be either in spinning or in carding as the case may be. 
The boys will be satisfied with Rs. 16 per month and if we want men on a starting rate 
of annas 12-6 a day in the warehouse, weaving or any department, we transfer the boys 
from these two departments. So this keeps them perfectly satisfied and they have every 
chance of promotion from one department to another. 

Q. Can you keep up a steady flow ? It seems an extraordinarily good system, but 
there is a possibility of the flow being confined to the spinning department and it may 
be difficult to find employment for them later. 

A. We do not find it so. We find that the steady flow of labour keeps the mills going 
and, except in very extreme eases, we do not call in outside labour. 

Q. How many vacancies do you get ? 

A. Our estimate is roughly one per cent, per mensem. 

Q. Yon have a strength of 4,885 ? 

A. Yes. 

A. Mr. Chambers. —As a matter of faot it has now sunk lower than one per cent. 

Q. Is it not rather difficult therefore to provide for those boys afterwards T 

A. Probably about 90 or 100 boys will be waiting for jobs in the mills. If there is 
no vacancy in one mill we send them on to the other mill, as there are two mills. That 
is the system adopted. 

Q. But what happens if there are a few jobs only in the other departments to which 
these boys can be promoted ? Would they not be confined to the spinning department 
for a fairly long time ? 

A. Mr. Hargreaves. —Up to the present there has been no dissatisfaction. 

A. Mr. Chambers. —Yes, a man may have to wait for two or three years. 

Q. But it is a great thing if he knows that he will get a chance sooner or later ? 

A. Mr. Chambers. —Yes, we can say we will arrange for him when there is a vacancy. 
That is the best we can do for him. 

Q. What are the wages of winders ? 

A. Mr. Hargreaves. —The average wage of— 

Rs. a. 

Winders .. .. .. .. 25 0 

Beamers .. .. .. .. 45 0 

Sizers get annaB 15 to Re. 1-3-0 second class per day. 

Re. 1-5-3 to Rs. 1-10-0 first olass per day. 

Drawers .. .. .. .. 35 0 

Reachers .. .. .. .. 25 0 

Warehouse men from annas 14-3 to Re. 1-3-0 per day. 

Q. So it is quite obvious that the secret of your success is not to be found in wages T 

A. Mr. Chambers.— No. The above wages are exclusive of a 10 per cent, bonus 
and 10 per cent, should therefore be added to every one of these figures. The bonus is 
10 per cent, per annum on one year’s pay, which is more than a month’s pay. 

Q. Then, where are we to find the reason why, oompared with the mills elsewhere, 
the Madras mills are not in a depressed oondition 1 

A. Mr. Hargreaves. —I am only speaking for our own particular mill. I am not 
concerned with any other mill in India. In the two mills we have for the past many years 


P- 

0 per mensem. 
0 ,» ,, 

0 „ „ 

0 „ ,, 
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been doing our beat to improve the quality of our goods and I think therein lies the reason 
for our present prosperity. By constant attention to detail and always putting the same 
quality of material on the market we have been able to create some confidence in the 
people ; in fact the pick and reod of our standard cloth are exactly the same as they were 
15 years ago and people have got to know that, and if they buy cloth from our mills they 
will get value for money. An average Indian mill may make cheap saris and other 
cloths but we do not make them simply because there is too much competition. We try 
to produce better qualities which means less competition so far as the Indian mills are 
concerned. We are more in competition with Lancashire goods. Drills, tussores, 
coatings and other cloths such as we make here require good warp and weft which is 
not usually made by the average Indian mill. I think therein also lies a reason for our 
better condition. At the same time 1 am not saying thaL other mills are not making the 
same class of goods. 

A. Mr. Chambers. —I can supplement that by saying that we can sell also in Bombay 
and Ahmedabad. We have a big trade in Northern India. In any big bazaar in Northern 
India, west of Cawnpore at any rate, you will see any amount of our goods at any time 
and they go to all those places year after year. I do not think our complaints regarding 
quality amount to more than three or four in a year due to our mistakes and 1 have 
Been only one or two substantiated, at any rate recently. 

A. Mr. Hargreaves. —1 have a friend in Bombay and a few months ago he wrote to 
me and said that the Bombay police, had taken to a nice blue drill uniform. On 
investigation it was found that the drill was made by the Carnatic Mill. There was Wot a 
mill in Bombay who were making it and the Bombay police had to come all the way to 
Madras for the drill. It looks rather strange on the face of it, but there is tho faot that 
few of the Indian mills go in for this class of trade. Wc specialise in these qualities and 
they compare favourably witli the same quality made, in Lancashire or elsewhere. 

Q. What is the nount ? We are anxious to find out the exact range of counts in which 
the Japanese goods are competing with Lancashire. I was under the impression that 
Lancashire Bends very little below 40s and nothing below 30s and T was rather surprised 
to hear you say that your mill was competing with Lancashire. 

A. Mr. Chambers. —There is a considerable amount coming from Lancashire of goods 
lower than 16s counts. 

Q. Statements have been made that there is no competition hetween Indian mills 
and Lancashire, but if Lancashire is sending 2()s counts and lower, there must be 
competition. 

A. I'should say the lowest count, is 8s or 12s. We have got 14s and 10s also, the 
cloth being exactly of the same weight as the Lancashire drill. 

Q. Another statement has been given in evidence here that the Indian mills do not 
bother themselves about making warp of Sufficient strength. What is your view ? 

A. I believe that thoroughly. I have tested many of them and I may frankly say 
that the Eornbay pieces as a whole do not look nice. If they are bleached, the bleach¬ 
ing—which is our speciality—is not good. They do not 1 look well bleached, if you test 
that cloth, you will find it is weak. 

Q. What is it due to ? Is it hecausc of inferior mixings ? 

A. I think it is due to that. Ordinarily the mixing is not good enough for the qualities 
they make. 

Q. Is khaki drill cloth dyed or made of dyed yarn '/ 

A. Mr. Hargreaves. —Piece dyed. 

A. Mr. Chambers. —It occurs to me that the fact that we take the raw cotton and turn 
it into a great variety*of finished cloths is of great help to us. It is for the other mills 
to decide what they should do, but we do everything ourselves. You know that some 
grey goods have to be bleached. Other mills, at any rate in Lancashire, send them to 
the bleacher and incur certain troubles, hut wo do the bleaching and everything else 
under our own roof. 

Q. But that is common in India. There aro extremely few cases where such processes 
are not being carried out by the mills themselves. 

A. We do everything ourselves, so far as we are concerned. It is a great help to us. 
We consider it so. 

Q. What oount do you spin up to 1 

A. Generally up to 30s and in some eases up to 40k 

Q. Do you use any imported cotton ? 

A. No. 
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Q. It is extremely interesting to find that you can still do well with those countB. The 
complaint is that the full extent of the depression is felt in the spinning of the lower 
counts. But your view seems to be that there is a tremendous field still to be explored 
below 30s ? 

A. Yes. 

Mr. Subba Rao. —Have you any special advantage in marketing ? Does that explain 

ir prosperity ? Do you sell, for example, in South India or all over India ? 

. 1 . Mr. Hargreaves . — We sell large quantities in Northern India. 

Q. It is not confined to the South ? 

A. No. We also sell out of India. But that trade is not much. 

Q. Do you sell in the local market ? 

A. We have a good local market. 

Q. That is not the only market 1 

A. No. 

Q. May I suggest that the mills in South India not only have access to raw material 
but a good local market ? 

A. There is no special advantage as regards raw material. 

Q. As regards your drills, did Japanese competition affect you at any time ? Were 
they able to put on the market cloth which came anywhere near your cloth in point of 
price or quality ? 

A. I have never been aware of it. 

Q. Were you told by dealers that their price was below that of your goods and that 
the quality was just as good ? 

A. I cannot remember such a suggestion. 

Q. You have been able to face competition in drills right through ? At one time 
Japanese’drills entered largely into the Indian market at a lower price. That is why 
I ask the question. You did not have that trouble. At no time did you feel that your 
drills were faced with Japanese competition ? 

A. I cannot say. 

Q. You spoke of the uniformity of your drills in respect of quality- Is there similar 
uniformity as regards the other lines of goods you produce ? Do you confine yourself to 
a few standards or lines of production, or is there a large variety ? 

A. There is a great variety in our mills. 

Q. For example, would it be as large a variety as in Bombay ? They suggest they 
are putting forth a number of varieties and they change from month to month. Is that 
your experience f 

A. We have to change to meet demand. 

Q. Do you find, for example, in the course of the year that you have to change from one 
line to another t 

A. I do not suppose any line goes out entirely. But there is a great variety in the 
number of looms making it. The demand is such that a new line may come in, say, once 
a year. It is difficult to give exact figures. 

Q. So far as the general conditions of the market are concerned, you have no special 
advantages over others in India ? You have to face competition from Japan as well as 
other people. So the explanation for your prosperity must lie somewhere outside these 
factors ? 

A. Yes, we follow one or two principles which we consider advantageous to us. One 
is that we are very careful about our supervision whioh is a very expensive supervision 
and very strict, whioh helps to keep up our reputation. 

Q. Therefore it all depends on the internal economies in the mills ? There is no special 
advantage as regards marketing ? It is a matter of mill management. You have no 
advantage outside the mills which the Bombay producers do not possess ? 

A. No, I do not think so. 

Q. Raja Hari Kishan Kaul. —I want to ask you about ootton. You said you do not 
get cotton cheaper than Bombay ? 

A. I do not think we have any disadvantage against Bombay, or they against us. It 
is a different cotton that we get. 

Q. You use southern ootton ? 

A. All our cotton comes from this Presidency, except that from Devanagere which 
is in the Mysore State. We also take some from Hyderabad. The bulk comes from this 
Presidency. 
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Q. Yon use no imported eotton f 

A. No, 

Q. On the whole you get your ootton somewhat cheaper than the average price in 
Bombay ? 

A. There is a great deal of Cambodia that we get, which is very expensive. It has a 
very small blow-room wastage and it has a strong pull. 

Q. That is probably what accounts for your better produot ? 

A. Yes. 

Q. President. —Would you get Cambodia oheaper than the Bombay people owing to 
proximity to the sources of supply ? 

A. The Bombay people have got the production of the Doab, Broaoh and Sind 
American, easily available, 

Q. Bombay buys in South India too f 

A. They buy from Nandyal and Tadpatri. These places are half-way from Bombay. 
But all our cotton is from Tiruppur, which represents Cambodia. Against that we may 
say the railway freight for our finished products is far more than that of Bombay, when 
we send to Peshawar. 

Q. Mr. Majmvdar. —In what years were you mostly on Government contracts t 

A. Mr. Chambers. —Till 1919. 

Q. President.— Have you ever been largely on Government contracts ? 

A. During the years of the war—I was not here then but I know that—we were 
largely on Government work. We had contract for khaki up to 1919. 

Q. Mr. Majmudar. —In 1919youhadmade a three years’ oontract with Government T 

A. I wish we had. That is not correct. The contracts run for a year in the ordinary 
oourse. But I have never hoard of a three years’ contraot. 

Q. After 1919 1 

A. No. They cancelled 37 lakhs of yards in fact. 

Q. Are you supplying grey goods to the Government ? 

A. Barring a very few bales which might be grey goods. 

Q. Most of the manufactures you put on the market are coloured, bloached or dyed ? 

A It is mostly khaki and bleached. 

Q. Very little grey ? 

A. Very little, only for Government work. 

Q. Does Japan export to India coloured or bleached drill ? 

A. I have no knowledge. Bleached drill perhaps oomes in. 

Q. In the use of Tiruppur cotton, have you an advantage in bleaching ? Is that 
cotton whiter than other kinds of cotton available in Bombay ? 

A. Mr. Hargreaves. —May I point out this ? The strongest ootton in South India is 
not Cambodia, but the Pure Bed Northerns, of which there are some one or two thousand 
hales grown only. We try to get the whole of that. We get the Northerns. That is 
not a particularly white cotton. When we use these cottons we oannot by any means 
make cloth of good colour. But our finish is due to our bleaohing process. But it has 
a strong pull as high sometimes as 110 lbs. for 19s warp. Red Northerns is a ootton 
which deserves special attention from the Government Department ooncemed. We 
can only get 2,000 to 3,000 bales a year of this cotton. Cooonadas is a much 
weaker and inferior ootton. Cambodia has now-a-days no special advantage as regards 
bleaching. 

Q. President. —Am I right in thinking that you turn out very little grey goods ? 

A. Yes, we make very little. 

Q. Mr. Majmudar. —Were you the first to go into the bleaohing trade of the textile 
industry in India t 

A. Probably we were one of the first. We oannot say exactly we were the first. 

Q. Is your success also due to your sales policy ? You are not, I understand ,making 
sales only to big merchants or only through commission agentB; but are dealing with 
three or four merchants at the various centres. They send indents directly to you, and 
you make contracts with them, and supply to them according to the terms of contraot. 
That is to say you have not big merchants as middlemen between you and the smaller 
merohants ? 

A. In the north of India we have big men with whom we make our contracts. They 
distribute to Bub-dealers. I do not know whether you can call them middlemen. They 
buy a lot of stuff from us and sell it in their own names, ’ 



511 


Q. Let us take the Bombay Presidency. Have you any agents there ? I do not know 
whether yon call them agents. 

A. We oall them indentors. 

Q. You have got indentors in eaoh and every big place, like Sholapur and Bombay t 

A. In Bombay we have about 10 indentors. In ordinary towns we probably have one. 

Q. Mr. Subba Bao. —You have opened one shop in your own name in Ahmedabad t 

A. No. ' " 

Q. Mr. Majmudar. —Does the same system prevail in the Madras Presidency ? 

A. In the Madras market I estimate—we have reduced the number—we have got at 
least 23 dealers to whom we sell treating them on equal terms. We have 12 in Bangalore 
inoluding Mysore, Madura one or two, and so on. 

Q. What proportion of your product is exported out of India 1 

A. I can only estimate it at about 5 per cent, now-a-days. 

Q. President. —Would you like to say what your experience is in regard to competition 
outside India ? 

A. We have the worst of it there. In the Rangoon market at one time we sold a 
largo proportion of our production, probably 20 per cent. Now lower priced goods and 
what we call inferior goods have considerably ousted us in Rangoon, and in the Straits 
our market is diminishing. That is probably due to the depression in the Rubber industry 
to a very great extent. Japanese competition there has probably come in. 

Q. Have you had any reports to show why you have lost the market, whether you lost 
hat market owing to Japanese goods being cheaper ? 

A. That is the best of our information about Rangoon. Generally speaking, our people 
tell us so. 

Q. You do not feel the Japanese competition here 1 

A. As a matter of fact, a certain amount of cheap stuff comes in here from Bombay, 
We do not feel it much ourselves. 

Q. Mr. Majmudar.— Do the people prefer your cloth because it is produced on the 
Northrop looms ? 

A. Mr. Hargreaves. —As a matter of fact, I do not suppbse people take it in because it 
is produoed on the Northrop loom as they don’t know. 

Q. President. —What Mr. Majmudar means is that you oan produce a better quality 
on the Northrop looms than on other looms ? 

A. I would say, yes. The Northrop loom, if it is kept in good order, will make a 
slightly better cloth. 

Q. Mr. Majmudar. —Do you get a low percentage of imperfect cloth ? 

A. Such is the case. 

Q. And you are able to sell at a better price ? 

A. I do not think, so far as we are concerned, we get a better price. On the other hand, 
we havo to be very vigilant to keep the looms in perfect order. It is a loss. 

Q. Besides getting perfect cloth, do you gain in production ? 

A. No, we are losing in production, as a matter of faot. 

Q. President. —I think you have no desire to express any opinion on the question of 
exchange ? 

A. None. 

Q. In regard to the questions in Section II of the Questionnaire, have you anything 
to tell us about Japanese competition in this oountry. It world seem that it is not felt 
to a large extent in the local market except in regard to shirtings to some extent. 

A. If you take the local market, it will include everything, Lancashire and European 
pieoe-goods. I think they are worried by competition. It is in grey goods chiefly and 
in 40s yam I believe. 

Q. Our enquiries in the piece-goods market seemed to show that shirtings is the main 
line of competition. 

A. I should agree with that. 

Q. They tell us that, except in gray shirtings and a certain amount of striped and 
bleached shirtings and a certain amount of sheetings, there is absolutely no competition. 

A- As far as I know, that is correot. 
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Q. And 40s yarn ? 

A. I know that our 40s importod yarns are completely knocked out by Japan. 

Q. How far do yo j think the present depression is due to the weaker mills in Bombay 
being forced to undersell owing to the internal competition among the mills in India, 
which is grinding them down more than Japanese competition. 

A. I suppose it is not only those that are affected by cheap sales, Many big mills do 
send down here their cheap goods, and wo are affected. 

Q, On the question of handloom versus mill products oan you tell us anything f 

A. No. 

Q. Mr. Majmudar .—Do you find any internal competition due to the manufacture of 
striped shirtings by the Ahmedabad mills * 

A It is a very difficult question. There is such competition, I take it. But it has 
not come before me. I cannot give you a detailed answer. 

Q. You have no reports from dealers in the mofussil that Ahmedabad shirtings are 
replacing your shirtings ? 

A. No special report. Many a time merchants demand a lower price saying that trade 
is boing ruined by Ahmedabad or Bombay. But,during the last three or four years, 
they have been buying a lot of goods from us. I cannot say whether it is true or not. 

President. —One point I should like to ask you in regard to tho system of managing 
agents is this : Is your remuneration by Commission on profits ? 

• A. Our remuneration is on the profits shown in the balance sheet and not on the gross 
profit. We make provision for depreciation very rigorously first and then declare the 
profits. In tho Bombay mills, they are boing remunerated on the gross profits. I 
think I am right in saying so. 

Q. If you have no profits—you have never been in that position—but perhaps you can 
toll us what your procedure would be if you were in such a position. Many of tho Bombay 
mills, as you probably know, do not make provision for depreciation unless they have 
profits. I am not sure that any of them do. If that were so with you, and you made 
no profits would you still make the full allowance for depreciation and carry forward the 
debit balanco ? 

A. Depreciation is the first charge on our gross profits. 

Q. Do you regard depreciation as an absolutely essential cost.of production t 

A. Yes. 

Q. If you had no profits, would you still write off depreciation and carry the debit 
balance forward 1 

A. Wc have not had that case. I can say that was probably the case with the Carnatic 
mills on certain occasions a good many years ago. 

Q. You had sufficient profits to pay for depreciation but not dividends in that case ? 

A. That was the case for some time in tho Carnatic Mills. 

Q. I think that it is done in Nagpur and that tho mills there invariably make 
provision for depreciation whatever their profits. But it is certainly not so in Bombay 
and Ahmedabad. You say that it should be done ? 

A. It is absolutely vital. 

Q. Possibly it is difficult for you to express an opinion on tho question whether managing 
agents should get their commission on gross profits or net profits ? 

A. After all, in our case we have practically half the shares in the Buckingham and 
Carnatic Mills. Anything that the shareholders suffer, we must suffer. 

Q. Would you caro to answer Question No. 43 ? 

A. Mr. Chambers .—I am prepared to say that wc receive an office allowance in answer 
to the first part of the question. As regards tho purchase of cotton, we get no commissions 
or allowance at all. On purchases of machinery and mill stores, we get a commission. 
Wc have to employ agents to attend to the work in England and therefore we get cominis, 
sion on that. 

Q. It is the agent who gets the commission; you do not got it ? 

A. No. 

Q, You do not make a profit on that ? 

A. No. We do not keep any of the profits. 

Q. Do you get commission on sales ? 

A. We do not sell any raw ootton. There is no commission on the sale of yarn and 
cloth. As managing agents, we get no commission on insurance ; but wc are the agents 
for Insurance Companies and in that section, Binny & Co., as distinct from the managing 
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agents, naturally take a commission for doing the work. We have no advertising and 
so we have no commission on that. 

Q. The same practice prevails in Bombay. They also get no commission, but where 
they are the agents for an insurance company, they get a commission. They are only 
agents to the insurance oompany for their own mills ? Is that so here ? 

A. We are agents to the insurance company both for our mills and for others. 

Q. We have been told that the mill agents in Bombay are agents for insurance companies 
morely in order to enable them to get a commission. We were also told that difficulties 
arise out of this because the Bombay Millowners’ Association is not in a position to fight 
the insurance companies owing to the fact that many of its members are agents of the 
insurance companies. 

A. I havo never known of any such case here. 

Q. Would you like to say anything about Question No. 44 1 

A. As regards ourselves, we have various other considerable activities, but I do not 
think they are in the least detrimental to the interests of the Buckingham and Carnatic 
mills. In fact I think they help us. 

Q. Can you suggest any alternative to the managing agency system. Various 
charges havo been levelled against it and a suggestion has been put forward by 
many witnesses that the proper thing would be to have a board of directors with a 
managing director aud that such a system would be more efficient and economical. Do 
you consider that such a system is desirable in the present state of the mills in India f 

A. I think it is possible ; but the managing agency practice has grown np presumably 
from the commencement; and I imagine many mills would not have been started without 
some one willing to take a considerable stake in the companies. We have every incentive 
to be efficient. I take it that the managing agents have considerable stake in the company 
and I see nothing wrong with the present system of having oonsoientious managing 
agents. ' 

Q. But the critics think that there would be less wrong if the system of managing 
directors were adopted ? 

A. They are entitled to hold that opinion ; I cannot say more. 

Q. My point is whether it can be done, whether if you were to have a managing director, 
you could get a board of directors who could look after him. 

A. He would have far less stake in the success of the concern than the managing 
agents. 

Q. I take it that directors usually have shares in the company. 

A. It is not a question of monoy qualifications. If you had a board of directors, surely 
you could not get the necessary teohnical qualifications. I think the system would be 
hardly feasible. 

Q. That seems to bo the difficulty. Are there sufficient number of competent people 
in India to form boards of directors ? 

A. I don’t like to say anything about that. 

Q. Some of the evidence given in Bombay showed that the directors there take anything 
but an active part in the management. Is there any reason why other people who would 
tako a more active part and who are more competent should not come in as managing 
directors instead of as managing agonts. 

A. I could not say whether it would work properly. 

Q. My point is that the managing agents have a clearly greater stake in the suocess of 
the firm, in the very nature of things. Therefore for that reason, is it not likely that you 
will get better management from managing agents than from managing directors f 

A. Yes, put like that, I should agree with you. 

Q. Raja Hart Kishan Kaul .—There is an agency system peculiar to Ahmedabad and 
I think it is known as the hereditary system, by which the son succeeds his father as the 
managing agent as a matter of course. Do you consider that system efficient ? Would 
you like to express your views on that ? 

A. I would not like to express my views on that. My father was a managing agent. 

President .—The next section relates to mill finance. The Buckingham and Carnatic 
Mills have always been known for their cautious financial policy. But is there any 
question in that section on which you want to express your opinion f 

A. As regards Question 46, I should say that many mills are suffering from the 
high prices of machinery brought about in 1920 or about that time. We have had 
difficulties from that cause and we have had to depreciate very liberally, 
jao r 422—S3 
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Q. So you suffer ? 

A. In one of our mill? a good deal of the machinery was installed at very high rates 
and it is worth nowadays only about half what it cost. We deliberately meet it by 
depreciating specially to get things right. It must certainly be a great handicap to 
certain mills. 

Q. We now come to ‘ Cost of production.’ You have about 50,000 spindles and 1,300 
looms in each of your mills ? 

A. Yes, that is about correct. 

Q. Do you consider that your mills are about the right size ! In Bombay they put 
it at 30,000 spindles for 1,000 looms and in Ahmedabad at 25,000 for 600 looms. 

A. It also depends on the counts of yarn. On higher counts we Want more spindles. 
It is more a question of staff. If we had less spindles and looms, we could not necessarily 
reduce our staff very much. 

Q. Your balance is right ? 

A. Yes, with our existing staff. We have a big European staff—it is not so usual in 
the case of Indian mills. But if wo had less machinery, we probably would not be able 
to reduce our staff much. 

Q. Raja Sari Kishan Kaul. —Would you tell us how many Europeans are employed, 
in each mill ? 

A. The two mills together in Madras have about 40, including Managers, Engineers, 
Assistant Engineers, and even Assistant Weaving Masters. That exoludes the European 
lady teachers. They are about 40 distributed moro or less equally between the two 
mills. It is part of our policy to have a very strict supervision in order to ensure good 
quality. Wo have Indians in responsible posts in these departments too, 

Q. On about the same pay ? 

A. More or less on the same pay. 

Q. The European staff is moro expensive, is it ? 

A. Yes. 

Q. Mr. Subba Rao. -What would be the proportion of your oxponses on the European, 
staff to your total expenditure ? It must be small. 

A. It is a big item in money. I could not give you the percentage. 

Q. Mr. Majmudar. —You said that you can, with the present staff, manage the 
machinery ? 

A. Yes. 

Q. If you extend the spindles, you need more preparing machinery and moro staff 
and with the existing staff is it possible to have an increase in spindles or a similar increase 
in weaving ? 

A. The number of our spindles and looms is sufficient for our present staff. 

Q. President. —How do you buy your cotton? 

A. With a few exceptions where we buy from Government farms, we buy all our cotton 
from our agents who maintain for us presses in various partB of the Presidency. 

Q. You cannot have a flow of cotton throughout the year. For how many months 
will it come ? 

A. The ootton season is roughly from March to October. 

Q.. You have not got to buy and store up cotton for some months ? We were told in 
Ahmedabad that some of the mills buy for four months in tho year and stock it for the 
rest of the year. 

A. It is not essential for us to do that. 

Q. So, the question of hoarding does not arise hore T 

A. It has not arisen with us. 

Q. Isthereanyquestionofspeculationinanyshapeor form? 

A. I cannot speak of the system in other mills, but I know that other mills 
frequently buy along with us. 

Q. RajaHari Kishan Kaul. -Don’t you feel the effect of a falling market ? You may 
buy ootton at a oertain price and bythetime yo u con vert it into cloth, the priceofootton 
may fall. 

A. Yes, we have some disadvantage like that; but we do not go in for hoarding. 

Q. If you take advantage of the falling market, you will gain thereby ? 

A. Yes. 

Q. You hold stocks of raw cotton for some time, say, for two or three months. Is 
it so ? 

A. 4 would only say that we do hold a oertain amount of ootton. I oannot give details 

of it. 
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Q. What I mean is that you maybe purchasing for six months ; but it will be necessary 
for you to provide for the other six months. That is what many mills tell us. 

A. We purchase to a certain extent and we certainly have a reserve stock. 

Q. So that you have no advantage over other mills in that respeot t 

A. No. 

Q. Mr. Majmudar. —Do you make any forward purchase of cotton in the mofussil? 

A. Wegenerally buyinMay for June and in June for July, i.e., a month or two forward. 
and not more. 

Q. Prom the agriculturists or merchants ? 

A. We buy from our agents who are very nearly always the local dealers. We very 
rarely buy direct from the actual producer. 

Q. Raja Hari Kishan Kavl. —Could you give us your opinion about Question 62 t 

A. I do not know anything about it; beoause we buy at a certain price and 1 do not 
know the export price. 

Q. You have no reason to believe that the exporters get cotton at a cheaper prico. 

A. I do not know. I am not in a position to give an opinion on that point. 

Q. What is your opinion about labour ? 

A. I hope you will give me an opportunity of giving some oorrect figures later on. 

Q. President.—-'But will you state your general views on this section* f 

A. A point has been made that the increase in the wages paid to the employees of the 
Buckingham and Carnatic Mills has only been 55 per cent. I do not know from what 
year it has been calculated. 

Q. Raja Hari Kishan Kavl. —Since 1014. 

A. I can give you the actual figures which have been carefully prepared and checked. 
Excluding all bonus, the rise in wages in the Buckingham Mill since 1914 has been for 
all our employees 162-29 per cent, and not 55 per cent. 

Q. President. —Excluding bonus f 

A. Yes. The bonus is 10 per cent. 

Q. Was it excluded in 1914 ? 

A. The bonus system was started in 1919, and ever since 1919 they have the bonus 
at 10 per cent. The Carnatic Mill figure is about 166 per oent,, again excluding bonus. 
The increase is not 55 per cent, as reported in the “ Hindu.” But two half-timers are 
taken as one hand. Then, as to the cost of living, there are no official figures for 
Madras, but I understand from the Bombay reports that the cost of living has risen to 
somewhere between 60 and 70 per cent. 1 do not know definitely and I am open to 
correction. 

Q. Between 50 and 60 per cent. I think the actual figure is 64 per cent. 

A. The Bombay cost of living has risen between 50 and 60 per cent, and 1 think the 
Madras figure can be taken as the same. Assuming that the oost of living has risen by 
54 per cent, the wages of our men have gone up by 160 per cent, on an average plus bonus. 
My figures have been oarefully prepared and checked and are acourate. It has been 
stated that our people are getting more and more indebted. We spend over a lakh in 
getting for them all the necessanes for the month. They can get on very well without 
running into debt. They can take everything from the Society on credit and pay us the 
amoun t at the end of the month. It is a wild statement made here the other day which 
cannot be substantiated. I should also like to contradict the statement that a weaver 
has to attend to six automatic looms. One man attends to three looms only. 

Q. Can he exercise supervision over six looms? 

A. There are assistant weavers probably just as good as themselves. 

Q. How many assistant weavers are there ? 

A. In the Carnatic Mill, there are on the whole 1,025 North rop looms. There are:— 

43 jobbers. 

163 weavers on 6 looms. 

11 weavers on 4 looms. 

1 weaver on 3 looms. 

42 weaver helpers. 

84 fillers. 

43 oilers. 

Total .. 387 men on 1,025 looms. 

In addition to that, we have the extras, that is, sweepers, fitters, clerks, people who look 
to the weft room and sundries. 
mo Y 422—33a 
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Q. But the point was with reference to the actual operation of the looms 7 

A. It is substantially correct to say that one man to three looms is the maximum, 
with the help that he gets. I would not mind if it was one man to six looms. I wish 
it were so. It would do them good to do that. In other countries, it is well known that 
they manage more than six looms. 

Q. Is it not correct that in America they manage 24 looms 7 

A. I have repeatedly heard so from America. 

Q. We were told that the number was too high for the physique of South India. 

A. That is what the spokesman of these people says. I am sure any South Indian 
would resent that. The spokesman alleged that our weavers suffer from ohest pain, 
but they have never reported it themselves to the dootor and it is untrue. I should like 
to state that the minimum wage of an adult is annaB 12-6 a day and he can rise to As. 14 a 
day. That is for an absolutely unskilled man, an ordinary s wooper or cooly. 

Q. President .—That is the lowest wage for a cooly 7 

A. Mr. Chambers. —Yes. That is the daily wago. In addition to it, there is a bonus 
of 10 per cent, besides other allowances. Although it is a small point, I think I am right 
in saying that, in those circumstances, it was impossible for any weaver who is actually 
working in the mill to have come up before this Board and say that the wage given by 
us is very poor. Ipresumethat it is true thatsuoh astatement was made. 

Q. The men wfio appeared before us woro not men actually working in the mills. I 
said that, if the Labour Union had applied to me, it might have been arranged for men 
actually working in the mills to appear. 

A. I would have given them leave on full pay for the day. There was no application 
whatever for such leave. Tho bonus of 10 per cent, is more than a month’s pay. That is 
all lean say. Then, we havobeen told as regards gratuity that a ludicrously small num- 
ber of men have got it. All I can say is that since 1914 in gratuities we paid Rs. 6,4 7,684 
for the two mills. Supposing you take the high average of Rs. 500 for each man, 
that will mean that at least 1,350 men have had tho money. If those are absurdly small 
figures, then I am surprised. As regards bonus, at tho Carnatic mills alono we paid out 
Rs. 7,62,709-3-6 sinco the 1st of July 1919; in the Buckingham mills wo paid about 
Rs. 8 lakhs in the same poriod. I only mention these things to show how our paymonts 
woro belittled by a previous witness. They were all actual cash payments. We have 
no right to stop the bonus or gratuity. It is said that men do not care to live in the houses 
that we put up. All I oan say is, there is a waiting list of candidates who want to get 
those houses. 

A. Mr. Hargreaves. —They only pay a monthly rent of Rs. 1-8-0 for each houso. They 
could not get the same kind of house for less than Rs. 6 or 7. Thus each man gets an 
addition of Rs. 4 to 5 a month to his pay. 

A. Mr. Chambers .—-Then we givo them practical training. Though it is not on a large 
scale at presont, we hope to improve that. We think on the whole that our people are 
satisfied because the average leaving tho mills has fallen from 7 per cent, to less 
than half per cent. That is the percentage at the ond of the year 1925. In 1915, 11 per 
cent, of our men went away. According to tho labour turn over, there is now only loss 
than half a per cent, going away. I think the figure of Ies3 than half per oent. is a very 
eloquent one. 

Q. Is there anything else, Mr. Chambers, you want to say on this point ? 

A. Then, we pay for holidays. 

Q. You give them how much holidays 7 

A. Ten and half days’ mill holidays to all employees plus fifteen days to men 
with five years’ service. All holidays on full pay. 

Q. I take it you are not faced with one thing which undoubtedly sends up the cost of 
labour in Bombay, and to a small extent in Ahmedabad. You have practically permanont 
labour 7 

A. Yea. Our absenteeism is just between 9 and lOper cent. That is the daily average. 

Q. These figures seem to he higher than we expected. In Ahmedabad, for instanoe, 
it is 3 per cent. 

A. Mr. Hargreaves .—That includes all leave. 

Q. What I should like to know is what absenteeism you have without leave 7 

A. Three per oent. last year. Tho average this year will no doubt be less, probably 
2 percent. 

Q. That is really the absenteeism. You cannot include people on privilege leave as 
absentees. In working out your 9 or 10 per cent, you have included all people 7 

A. Yes, leave, absenoe and dnnt«w*»'»— 
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Q. That makes a great deal of difference in tho actual absenteeism. 

A. Actual absenteeism is one-third of the total. 

Q, Weare very anxious to know something about the North rop loomB bo we will get 
onto that at once. One of the solutions of tho labour difficulty in Bombay which is 
undoubtedly the high cost of labour as compared with pre-war time, whioh has been offered 
to us is the introduction of automatic looms. We shall be glad to know how far that is 
a possible solution of their trouble. I think tho Buckingham and Carnatic Mills are the 
only mills which have automatic looms on a large scale. 

A. We have them in Bangalore as well. 

Q. At your own mills there ? 

A. Yes. 

Q. In any other mill ? 

A. I do not know of any other mill which has got them on a largo scale. 

Q. What is your general experience with thorn as a solution of labour difficulties 1 

A. Mr. Chambers. —We are satisfied with our North rop looms. We do not think we 
could work them well without our strict supervision and the other points we mentioned 
to you. They must have a strong warp ; they want good cotton ; they want, as we say, 
careful expert supervision for a long period of years. They cost three times as much as 
an ordinary loom. 

Q. £80 as compared with £26 ? 

A. Something like that. Wo bought thorn long ago. The price is now falling but it 
is something round about three times the price of an ordinary loom. I do not think many 
of the mills are in a position to put them in. 

Q. As regards labour for them ? 

A. Wo save labour. We put one man to throo looms although it was represented here 
that one man attends to six. Weare disappointed with it. Wo hope wo may get it 
better some time. 

Q. Here in Madras ono weaver looks after only one ordinary loom. In Bombay one 
weaver attends to two looms. Ho could presumably look after more North rops there 
than our weavers do here. 

A. It is not only a question of strength of yam. The upkeep is expensive for the 
North rop. The upkeop is against them. It is round about Rs. 7 a loom a month. It 
is difficult to say more about the North rop. Wo started with them approximately ten 
years ago and we made an experiment with perhaps twenty looms in the beginning. 
We did not reach a thousand in eaoh mill until recent times. Wo have good hopes 
with the North rop that we can get improved results in time. We hope to give more looms 
to be looked after by a weaver. They make good cloth. 

Q. Mr. Majmudar. —Did you find great difficulty at the start in inducing weavers to 
work on North rop looms ? 

A. Yes. So far as we remember it was rathor troublesome. 

Q. Have you had to offer-the labourers a higher wage in order that they may stick to 
North rop looms ? 

A. They are given better wages. The wages are calculated to be higher for working 
on theJNorth rop. I have given you the figures. Taking the North rop figure, the avorage 
isRs. 48-7-fifor a weaver on automatic looms at the Buckingham Mill, and itisRs. 12a 
month more than that of a man on tho ordinary loom. 

Q. You find the ordinary jobber able to got on with the automatic looms ? 

A. Mr. Hargreaves. —That is one of the difficulties. We found the ordinary average 
Indian jobber is not competent as the mechanism is more intricate. He muBt be specially 
trained if possible. 

Q. President. —How do you give them training ? 

A. We have no special method except that we pick out the best weavers and train 
them first as spare jobbers and when they are used to the looms and become competent 
we gradually mako thorn jobbers. Even now a large proportion of jobbers are not able 
to look after North rops properly. I may point out the difficulty we found was that they 
were all elderly men from 35 to 60 years of age who were brought from ordinary looms 
and were without education. It is a difficult proposition to put a man who is simply 
brought up on an ordinary loom, a man without education, on tho North rop loom, beoauso 
without education they must find it difficult to understand North rop loom mechanism. 
I should say that if the jobbers have a fairly good education they will learn quicker. 
But we get indifferent men as jobbers on North rops who are quite all right on ordinary 
looms. 

A, Mr. Chambers. —Experts of all kinds are essential to look after North rops. 
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Q. Mr. Majmudar .—Are they able to pick up the work in a short time ? 

A. The average jobber is fairly intelligent and oan be trained to do the work in a reason¬ 
able time, 

Q. If they are able to pick up in a short time, are you paying them any higher wages ? 

A. They are just getting the same as the jobber on tho ordinary loom as no more manual 
labour is required. 

Q. They are paid on production ? 

A. They are paid not on production but on the numbor of picks made by their lot of 
looms. 

Q, What about the effioienoy on the North rop ? 

A. That depends on the quality of cotton. You must have a good warp mixing. 
That is where the efficiency lies. 

A. Mr. Chambers. —The'North rop looms work 160 to 170 picks a minute. 

Q. Baja Rari Kishan Haul. —May I ask whether the Northrop Iobms were got in order 
to save labour or to save cost ? 

A. Our primary idea was to get both results. My impression is that we have got 
only a reduction in the number of hands to start with. 

Q. President. —You have very little female labour, I think, Mr. Chambers? 

A. Mr. Chambers. —Only about 160 women, all on building work, and they do not 
work in any enolosed room or shed. There aro none in tho textile section. 

Q. There are none within the mill rooms ? 

A. No woman is employed as a textile operative. 

Q. On the other hand, you have a number of half-timers in most of the operations. 
That is perhaps owing to the system of training you givo to your staff. That is to say 
you take in half-timers, train thorn later and make them full-timers ? 

A. That is the case. 

Q. What about the “Budli” system ? You know it prevails in' Bombay. That is, 
operatives going on leave have to provide substitutes. 

A. Mr. Hargreaves .—I do not know anything of the “Budli” system. Wo keep roughly 
a reserve of 10 per cent, of our peoplo, and they are spread over different departments. 
We fill in the places of absentees on leave with thoso mon. The services of this reserve 
are retained constantly. 

Q. So in your mills, it is not a question of tho woaver on leave having to provide a 
substitute ? 

A. No. 

Q. How do you engage your labour ? Do the jobbers engage new men, or is it the 
weaving master who appoints labour ? 

A. Now all the people are coming from the mill school. Formerly, they were engaged 
by the weaving master. Not by the jobber; jobbers had never any control in the 
matter. 

Q. Have you a long service bonus or provident fund ? 

A. We have no provident fund. We have got a gratuity fund, 

Q. Wbat is the difference between a provident fund and a gratuity fund ? 

A. Provident fund is contributory, but gratuity fund is non-contributory. Ours is 
purely a gratuity fund, and non-contributory. Besides, we also give a bonus of 10 per 
cent, of their wages, paid every half year. When a man in our employ has completed 
ten years’ service he i3 paid an amount equivalent to 6 per cent, which is put on one side, 
and then at the end ofeach half year, we add another 5 per cent., and the total really is 10 
per cent, on the workman’s earnings for 10 years. That is No. 1 fund. Then a 7§ por cent. 
plus a bonus of 7J per cent, is added, and that is for 7 years and is No. 2 fund. Then 
in the third stage a man gets a bonus of 10 per cent, and another 10 per cent, for five 
years,that is 20 percent, of the total earnings, and the fourth is similar to the third fund. 

Q. That is a long service bonus ? 

A. It is. But we distinguish it from a bonus and call it gratuity fund. 

Q. You might be able to throw somo light on Question 80. That is, “Do you consider 
that there is any reasonable prospect of securing a reduction in labour costs in the near 
future by training operatives to tend more spindles or looms ? Has there been any 
improvement in this respeot in recent years? ” You probably know that the average 
number of spindles per operative in India is 160 to 180; in Japan they work 200 to 240 
spindles which must reduce the cost of production considerably. 

A. It does happen. We are making an experiment. But in the Carnatic Mill, three 
boys instead of 4 are on 720 spindles. 

A. Mr. Hargreaves. —In our spinning room, boys look after half a frame each, that is 
on each side of the machine you have one boy. That means 180 spindles each. 
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Q. The same as the Bombay operative ? 

A. Yes. The number of spindles looked after depends on the quality of work or 
count being spun. We find on most of the counts that these boys are capable of 
looking after more spindles, and we are making an experiment at the present time, and 
if we do not get any outside interference, there is no doubt the experiment will be a 
success. That is we put in 3 boys where there were 4, and they are getting an increase in 
wage. 

Q. Where does the saving in labour cost come in if the wage is increased ? 

A. Taking the minimum rate for a full time boy in the spinning room which is Re. 0-7-0 
we have said to these boys : If you three boys will do the work which four were doing, 
then you can take 6 annas for yourselves and we will take Re. 0-1-6. Thus the boys get 
two annas increase each, and Re. 0-1-6 goes to the mill, and the boys are quite 
satisfied. Little things like that can be done as far as we are concerned in every depart, 
ment of the mill. There is no doubt about it, and personally I do not think that 
the men would find it any more exhausting. 

Q. There is no hope of making a man to look after more than one loom ? 

A. I personally think it can be done. 

Q. Have you tried any experiment in that direction f 

A. Not lately, but with the introduction of universal winders I should say it is possible. 

A. Mr. Chambers. —I think it was said in the morning that in the Buckingham Mill 
it was tried and found that with a better standard of education they would be able to 
do it. 

Q. I should like to know if you can get one man to work two looms with the universal 
winder, giving them big bobbins 1 

A. The point about using universal winders is, although it is an extra process, you get 
on the bobbins at least twico the amount of yam that is wound on the ordinary spinning 
bobbins. Therefore, the weaver’s labour is less because he has to change his bobbin 
half as often. That ought to make it easier for a man to look after two looms. 

Q. I am not quite sure whether Mr. Hargreaves said that you had developed the univer¬ 
sal winder to the fullest extent. Do you find any other advantage about it ? 

A. We rewind now 75 per cent, of our weft. Although we have the big bobbin, still a 
weaver looks after only one loom. There is less waste in weaving with rewound weft 

Q. Universal winders came in only with the North rop ? 

A. We bought some earlier. Wo do not say that North rops need universal winders, 
but as we have the universal winders we use them to make larger bobbins ; this saves 
wear and tear on the looms and bobbins. 

Q. Raja Hari Kishan Kaul. —You said just now that you could improve in the 
matter of spindles to be attended to by a boy if there was no outside interference. 
Do you exporienoe any outside interference ? *■ 

A. Mr. Chambers. —That is rather a delicate question. I would prefer to say that 
there is a certain amount of outside influence. I prefer to leave it at that. 

Q. Has the standard of living of the workmen risen ? 

A. That again is a difficult question to answer. We can only judge by such facts 
as come to our notice. 

Q. President —You can judge by the little luxuries that they go in for and by other 
ways. 

A. Yes, there are now for example far more wrist-watches than before. We never 
used to see them at all but now there is a good number. If we go to the oycle shed 
we see nearly 300 push bicycles. We think the standard has improved. 

Q. Raja Hari Kishan Kaul. —Do you notice any difference in the kind of food they eat ? 

A. I can answer that direotly by saying that we supply a good quality which they 
freely buy. We supply it at cost price. I do not think I shall be wrong in saying 
that they spend more than 40 per cent, of their wages in our stores. 

Q. They spend the whole thing on food or cloth, or what T 

A. Some of it goes on scented soap, face powder, etc. 

Q. That is decidedly a higher standard of living. What is your opinion about working 
by artificial light ? 

A. I have no experience of it. We should not dream of using it ourselves, go 
in for night work. 

Q. Do you think it is practicable ? 

A. I should say it is practicable, because I know it is done in Japan. 
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Q. It is usod in some places in India too. 

A. I can only give my opinion that we do not approve of it and I cannot imagine 
anybody going in for it. Artificial light is especially had in tho case of weaving and 
spinning. 

Q. Mr. Subba Rao. —With regard to training people, to mind more spindles is it 
purely a question of the layout of the buildings ? It was stated by some one that it is 
not possible to extend the length of the frame because the buildings are too small. 
Would that he a real difficulty ? The spinners cannot run from one side to the other. 

A. Mr. Hargreaves. —Supposing this is the spinning room. If two lines of machines 
run this way across the room and a boy looks after one side, I do not think there 
will be any difficulty in his crossing the alley to the other side. It is done in Lancashire 
mills. 

Q. I notice from the figures you have given that there has been a considerable reduction 
in tho number of half-timers. From tho year 1915, when it was 15 per cent., it has 
been steadily going down. It is now 6 to 7 per cent. 

A. In 1916 the figures w r ere 4,300 adults and 1,800 half timers; but now they 
are 4,380 adults and 321 half-timers. That would, to some oxtent, lower the average 
wage in the former year. The 162 per cent, increase would be somewhat modified 
by that fact. We have replaced these boys by adults. Therefore, the total average 
wage will naturally bo higher to that oxtent. 

Q. Could you tell us whether the rates of wages also show a similar change ? It 
is enough if you give a general answer. 

A. Yes, we have some figures for spinning. In August 1914 the average wage per 
head was Rs. 4-13-4. There was an increase in that department in 1916 and the average 
went up to Rs. 14-6-4. 

Q. Have tho rates increased in tho same proportion ? 

A. Yes, tho rates have gone up. I have not got any exact figures here ; but they 
must have gone up in corresponding proportion. I cannot say whether they have 
increased in the same proportion. 

Q. President. —In 1920 there was a reduction from 12 to 10 hours. What was 
tho effect ? 

A. I have never known 12 hours’ work. I have been here for 20 years. 

Q,. Mr. Subba Rao. —Did you change after the new Factory Law or before, as Bombay 
did ? 

A. All along it was 10 hours, since about 1910. 

Q. One man minds one ordinary loom in your factory and you pay him about Rs. 35 
per mensem ? 

A. Yes, Rs. 35-6-0 for ordinary weaving, excluding bonus. 

Q. But they pay Rs. 47-12-0 for tending two looms. So the wages per loom here 
are much higher than in Bombay. Is it made up by increased output ? Will it be 
about 1J times the Bombay output ? 

A. I do not know the Bombay output. It is impossible to give any definite answer 
to that. 

Q. Anyway, it pays ; otherwise you would not have adopted this system. It must 
be worthwhile ? 

A. It must be so. 

Q. So it is possible to employ one man to tend two looms and pay him less per loom? 
A. We won’t commit ourselves to that. 

Q. Mr. Majmudar. —In 1914-15 you were employing female labour in the winding 
department ? 

A. No, No female has been employed in the mills since 1911. 

Q. Mr, Subba Rao. —I read that there were women in your mills till recently and 
that you had some trouble and had to dispense with them ? 

A. They were all workers outside the mills. We have them still. Thero was no 
trouble among any of the textile workers or in any other section, except among 
the building women. 

Q. President. —Just one question in regard to overhead charges. What is your view 
about the valuation of mill stock referred to in Question 87 ? 

A. I am sorry that is too much of a domestic detail. I do not care to give my 
opinion on that, 

Q. I take it, speaking generally, that you would agree with me when I say that 
once you adopt a system, it should never be changed ? 

A. You mean the system of valuation 1 
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Q. Yes. 

A. No, I should not approve of that. 

Q. We ooine now to tho last section, Section VII. Would you give us your views 
on the question of protection ? Are any of the remedies suggested by the Bombay Mill- 
owners’ Association desirable ? 

A. We should be very pleased to ha ve the customs dutios abolished, bnt for the faot 
that the Government would have to get the money out of us in some other way. 

Q. Is the customs duty a very big item ? 

A. It must be. 

Q. Therefore, you are not asking for anything ? 

A. No. 

Q. What steps do you think the Government can take t 

A. I do not think the Government can do anything. To be frank, I have no views 
to put forward as to what the Government should do. 

Q. If the Government can do nothing, how is the question to be Bolved ? 

A. The law of supply and demand will do it. 

Q. There is one more point which was raised by the Textile Expert yesterday. That 
was about the question of mills supplying prepared warp to the handloom industry. 
Do you think there is anything in that suggestion ? 

A. In the first placo I am surprised to hear that. Mills do their own weaving and 
there is little surplus, at any rate usually here in our mills. 

Q. There are a numbor of weaving mills certainly in Bombay and Ahmedabad who 
have surplus yarn for the market. You have none ? 

A. We have also at present a certain amount on hand. 

Q. Do you think tho mills could supply prepared warp to tho handloom industry ? 
Would it be of any boneiit to either party if they did ? 

A. I should say that the mills would regard it as a risky proposition, the demand 
might be fluctuating and much valuable machinery will be required. I think extra 
sizing machinery would certainly be essential and it will cost a good deal of money. That 
will be an additional risk for the mills to take and I should regardit as an unnecessary 
risk. 

Q. Mr. Subba Rao .—I should like to ask one question about depreciation funds. 
Would you approve of any firm using the depreciation funds for the expansion of the 
plant and buildings f Would you consider it a wise financial policy or procedure f 

A. I would say that depreciation funds are so very important for their own purposes 
that it is most improper to provide from such funds for machinery and extension of 
buildings or for other alien purposes. That is my opinion. 

Q. President .—One of the most bitter complaints made to us by the Labour Union 
in Bombay was about the system of compelling the workers to take away damaged 
doth. 

A. We never make them take such things. It is especially forbidden here. 

Q. How do you deal with damaged cloth ? 

A. There is a system of fining for serious and porsistent cases of bad work and the 
total amount of fines comes to about Rs. 120 per month; at any rate it has not exceeded 
R8. 150, And except fines for bad weaving work, all the fines oolleoted in other cases 
go to benefit the general body of workmen. 

Q. Have you suffered, as undoubtedly you must have, from having a stock of damaged 
oloths which has to be sold at low prices, when the fault is due to the weaver 1 The 
question also arises as to how the amount of the fines compares with the damage. 

A. The fine does not represent the damage. 

Q. What is the amount of the fine generally ? 

A. Bines of a rupee and more are very rare. The total for a month is less than Rs. 160 
for the whole mill. 

Q. If you say that the fines amount to nearly Rs. 300 a month and tho wages come 
to 2 J lakhs, the percentage is very small indeed. 

A. It is practically nothing. Rs. 300 compared to 2 lakhs does not even come 
to one per cent, and as I said, the whole of it or at least a portion of it goes to benefit 
the general body of workers. 
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Witness No. 96 

Mr. RAMNATH GOENKA, MADRAS 

Oral Evidence recorded at Madras on 23rd September 1926 

President .—You are the dubash of the Bombay Co. ! 

A. Yes. 

Q. Also one of the leading dealers in piecegooda in this Presidency f 

A. Yes. 

Q. You told us yesterday when we went round the piecegooda market that you 
are an importer of .Japanese goods ? 

A. Yes. I am an importer of Japanese goods from Calcutta and Bombay. I am one 
of the biggest importers. There are very few who import such goods and those who do 
import only two or three bales, but I get about 150 baleB per month. 

Q. You were telling us a good deal yesterday about the organisation of the Madras 
market, whioh we should like to have formally on record. You told us that there are 
about 60 piecegooda dealers in Madras altogether, of whom 15 deal in Japanese 
piecegooda ? 

A. Yes. They also deal in other lines. 

Q. You told us that 40 mills are represented here by about 10 dealers '! 

A. Yes, about 8 or 10 dealers. 

Q. All of them are Gujaratis ? 

A. Yes. 

Q. Arc there any Bombay mills represented here by their own agents ? 

A. I do not know. 

Q. How do the Bombay goods sell here ? 

A. The dealers purchase in Bombay and bring it here. Jamnadas Potdar are the 
agents for all the Tata group mills in the whole of India except in Madras for the 
Swadeshi mills and for the SwadeBhi mills M. F. Naoroji is the agent. 

Q. Take any Bombay mill. How does it sell its goods here ? 

A. The dealers from this place go to Bombay to make purchases and bring those 
goods here. They purchase them through their agents in Bombay. 

Q. You took us roun to four or five dealers yesterday. We did not soe any Bombay 
goods in those shops. 

A. You probably refer to Manilal Dhanjee. Unfortunately the proprietor was not 
there. He has got Bombay mill goods. To somo extent I am also keeping Bombay 
mill goods, and there are two or three others also like that. 

Q. After all Bombay is the biggest oentre in India, is it not ? 

A. But Bombay goods are not very saleable in Madras. 

Q. That is exactly what we want to know. Can you tell us the reason why ? 

A. The reason is that Madras is a very small market. Madras requires only a limited 
number of bales every month. Another reason is that the usual quality of Bombay 
is different. Bombay mills make goods for their own market and also for the Caloutta 
market. They sell the grey shirtings, dhotiB and other things in lots of thousands of 
bales to the Calcutta market and the Northern India market, and if the Madras people 
want 5 or 10 bales of the Madras quality they do not consider it worth their while to 
send them to Madras, unless the Bombay mills are stocked in such goods. 

Q. Your experience goes to show that Bombay pays no great attention to these parts J 

A. They do not. 

Q. They do not pay any attention to the requirements of Madras, whereas the Ahmed- 
abad mills do ? 

A. The Ahmedabad mills have come to do business in Madras only during the past 
four years. Formerly, they were not on this market. They began to try their goods in 
this market some four years ago. They now sell at least Rs. 60 lakhs worth of goods per 
year. I know ond man who is an agent—whom we met yesterday—who is buying Rs. 20 
lakhs worth of goods every year. Kesari Prasad of Messrs. Advance Trading (5). sells 
Rs. 5 or Rs. 6 lakhs worth of goods. There is another man Chhaganlal LakBhmi Chand 
to whom we did not go yesterday, who deals in these goods to the extent of about Rs. 15 
or Rs. 16 lakhs every year. Besides all these dealers like myself who are not agents of 
any mills go ourselves to Ahmedabad to make direct purchases, and we havo got also 
our agents there and we make purchases through them. 
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Q. So you find that the Ahmedabad, mills are much more accommodating and are 
muoh more ready to give you the stuff that is saleable here or the stuff that you want 
than the Bombay mills 1 

A. Yes. 

Q. Now, ooming to the Japanese goods, I think you told us yesterday that the main 
line of Japanese goods coming here is grey shirtings ? 

A. Yes. 

Q. After that comes striped shirtings ? 

A. Yes. 

Q. There is not very muoh sheeting ? 

A. No sheeting and very little or no T. cloth. They are mostly grey and striped 
shirtings ; also Japanese crepe. 

Q. You also told us that no Japanese stuff is coming to Madras by sea ? 

A. Very little comes by sea ; I would put it at not more than 100 bales a year. 

Q. Is that due to the fact that there is no direct service to Madras ? 

A. Yes. 

Q. So, all the Japanese goods coming to this Presidency come by rail from Bombay 
or Calcutta 1 

A. Yes. 

Q. I think it is also all of the same width, 44'. 

A. Yes. In Caloutta they get 38'. All over the Madras Presidency, we get only 44'. 

Q. What is the average consumption in Madras of Japanese goods ? 

A. About 500 bales a month, i.e., of shirtings alone. In striped shirtings the 
consumption will be 100 oases a month. Crepe will come to 100 cases a month— 
altogether about 700 cases a month. 

Q. How many yards will there be in a case ? 

A. 1,900 or 1,925 yards in gray shirtings, 1,000 yards in crepe and 1,200 yards in 
striped shirtings. 

Q. It is not very much more than a million yards a month ? 

A. But the demand is every day increasing. 

Q. Why do you consider it is increasing ? 

A- The people have a liking for the Japan finish. I am told that these Japanese 
pieoe-goods are made of ring yarn. There aro two sorts of yarn, one is ring yam and 
the other is mule yarn. I think all the Indian mill goods are made of mule yarn. In 
some cases they are made of both. 

Q. There are very few mules in India. 

A. But the people have a liking for the Japanese finish and the whiteness of the yarn 
and they Bay that it is strong enough. 

Q. Do you consider it is a better quality ? 

A. Yes. 

Q. How do the prices compare with the Indian mill goods ? 

A. There is really no comparison between the price of the Indian mill goods and the 
Japanese goods. The Japanese goods are made of yarn of more than 30s and the 
Indian goods are made of yarn below 30s. That is why there is no comparison. 

Q. Take one of those pieces of cloth which you have got before you. What is the 
price of that piece ? 

A. ThiB is 44 inch x 38 yards. The price is Ra. 10-4-0. 

Q. What would be the price of Indian shirtings ? 

-A. This one is 44". I will get thioker cloth of the Ahmedabad mills quality. The 
Bombay mills will be 11 lbs. 44", and there are other qualities also which are 9 or 8J- lbs. 
But they are very-thin, not close woven. The one is 24s counts quality and the other is 
28s or 30 b countB quality. That is why there is no comparison between this and that. 
If yon want to have Indian mills quality at Rs. 10-4-0, it will be quite a different quality. 

Q. What will be the quality ? 

A. It will be thicker. 

Q, What oountB f 

A. It will be about 26s or 28s. 

Q. And the weight ? 

A. The weight will be 8 lbs. 
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Q. What is the weight of this thin cloth ? 

A. 6J lbs. 

Q. Does it mean that the Japanese quality is not to be got from the Indian mills ? 

A. We tried to get the cloths of many of the Indian mills to match with the Japanese 
cloths. We sent the Japanese cloths to the Nagpur mills, to the Lakshmi mills, to the 
Vishnu mills and other mills; but we were not able to match even one quality of the 
Japanese. The Nagpur mills were able to match it to some extent in one Equality, at 
any rate the quality was more or less equal to tho Japanese quality, But then the price 
came to about Rs. 2 higher than that of the Japanese quality. 

Q. You do not know why their prices should be so much higher ? 

A. I think it is on account of mismanagement. 

Q. Surely not in the case of the Empress, Lakhshmi and Vishnu mills ? 

A. Those mills are making profits. 

Q. It pays them better to make other things ? 

A. Yes. 

Q. As far as you know, have any Bombay mills sent anybody down here to go round 
and see what the people want ? 

A. We never come across such people from Bombay. 

Q. Do you think it would be worth their while ? 

A. Yes. But they do not care for the Madras market. That is the trouble. During 
the war period, for four years, they were able to seE their goods to the extent of one 
crore a year in this market, so much they were able to sell here. The Bombay people 
always want war-time. Having taken sweets during war-time, they would not take 
bread now. I was in Calcutta for about two years in an Indian pieeegoods firm. My 
firm was one of the biggest in Calcutta dealing in Indian pieeegoods from Bombay. I 
was seUing about 20,000 bales per year of Bombay and Ahmedabad mill goods. I know 
with the Bombay mills we had to face so much troubles and difficulties. If you purchase 
a thousand bales from Bombay, if the price goes down, they wiU give delivery in proper 
time ; if the price goes up, they will say that the shipment was delayed. If they cannot 
deliver the goods, either wc have to take a further shipment, or cancel the goods. When 
the market is higher, we are expected to cancel the goods. Then wo have to take those 
goods at the sweet will and pleasure of the millowners. 

Raja Hari Kishan Kaul .—We Have just heard on the contrary, that Ahmedabad 
people were worse dealers than Bombay inBlowners. That was the information we 
got. 

A. It is so. Ahmedabad people do deal in that way. They do not give the right 
qualities; they do not give the right counts of yarn ; they also take into account the 
rise and faU in the market in giving deEvery. In spite of that they are able to make 
their sales in Madias because they have cared for the Madras market. 

Q. Do you buy from Ahmedabad because you get the proper quality or is it that you 
find it cheaper to buy from Ahmedabad T 

A. I find it cheaper to buy there. Of course they send very bad qualities. In spite 
of the damaged and bad stuff they sometimes send we find it cheaper to buy from Ahmed¬ 
abad. 

Q. The main reason is that cloth made by Bombay nulls is dearer than cloth made 
in Ahmodabad ? 

A. Yes. 

Q. It is not that Bombay mills do not produce the same quality ? 

A. No. They do not produce tho quality suitable for the Madras market. 

Q. For instance, take dhoties f 

A. Dhoties and sized cloth demanded here is 44' x 5J yards. They do not produce 
that quality. 

Q. We were told at Bombay that some mills were prepared to sell even one bale ? 

A. If they have got stock. 

Q. They have plenty of stock t 

A. That would not be suitable to the Madras market. For instance, we want dhoties 
of 34' x 6f yards, but what they hove is 44' x 10 yards. 

Q. Is it because they do not manufacture that kind of cloth rather than that they are 
unwiEing to sell in small quantities t 

A. Yes. 
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Q. We were fold that cloth made in the Empress mills is substantially the same as that 
imported from Japan ? 

A, Yes, they matched one quality. 

Q. And the difference in prices is Rs. 2 per piece ? 

A. Approximately Rs. 2 per piece. 

Q. You told us some time ago that the mills wanted to make higher profits. 

A. Yes, I think so. 

Q. Have you any idea as to what profits they were charging ? 

A. Yes. I know that in the Calcutta market we used to buy chaddars from them, 
which is of the same quality as that given by Hinginghat mills, hut the price would 
. not compare with the Nagpur mills. 

Q. I want to know whether they were selling higher because their cost of production 
was higher, or beoause they wanted to charge higher profits ? 

A. I think Nagpur mills sell all their goods at a very good profit. 

Q. You have no idea of their cost of production ? Only you think that they oharge 
higher prioes ? b 

A. I do not know actually what it would cost them ; but I think they must be making 
good profits. 8 

Q. You do not know whether it will pay them to sell at Rs. 2 less a piece ? 

A. No. 

Mr. Subba Ran. —You gave a comparison between Japanese goods and Indian goodB. 
You suggested for Rs. 10-4-0 you get only a much heavier and coarser quality from the 
Indian mills. Can you make a similar comparison with English goods ? 

A. English goods also will be Rs. 10-4-0, the same price for same quality. 

Q. Whioh will he bought in the Madras market ? 

A. Japanese, because they like that finish. 

Q. You do not sell English goods ? 

A. We have tried to some extent. But they have not got the same finish. 

Q. Is it a different finish or a better finish ? 

A. It is a different finish. The people prefer the Japanese finish. I have got here 
two samples of the same quality of Japanese and English cloth. 

Q. I want to see that. (The witness handed over two pieces of cloth.) They are 
approximately of the same fineness 1 What is the weight I 

A. Yes. Japanese 10 lbs. English 10| lbs. 

President. —Is it due to the calendaring ? 

A. Yes. They cannot give the proper finish. People think it is not good cloth. 

Q. Is that so really ? 

A. There is a finish in English goods. Dealers do not go in for it beoause the finish 
makes the people think that it is a lower quality though it is made of the same kind and 
quality of yam. It was more size and does not look like the Japanese cloth. 

Q. It is merely an impression ? But it is the same kind of doth f 

A. Yea. 

Q. What I want to know is whether there is anything in the Japanese cloth that 
makes it different from the other cloth. Are the Japanese selling a cloth which we 
cannot import from England, i.e., whioh cannot be had here from England ? Would 
that he true ? 

A. Here we cannot sell it at the same price. For every 100 bales of Japanese goods 
that we sell, only about 50 bales of English goods of that quality are sold. English goods 
have, to some extent, suooeeded in getting the Japan finish. In due course they may 
find better sale. At present people have a preference for Japanese goods. 

Q. So the competition is between Japanese goods and English goods and not between 
English and Indian goods ? 

A. I think so. 

Q. The Japanese have been trying, so to speak, to oapture the market here for English 
goods, and not trying to capture the market for Indian goods ? 

A. No, not of the Indian goods. 

Q, The Indian mills could not produce those qualities of English and Japanese goods ? 

A. No. Both English and Japanese goods are of 40s and also there is a consumption 
of 1,000 bales a month of Japanese 40s yarn. 
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Q. I am not speaking of yarn. I am speaking of oloth. As regards doth, is Japanese 
cloth gaining ground at the expense'of the English doth of the same texture, or is the 
English doth maintaining its old position in this market ? 

A. Yes. Japan is gaining ground at the expense of the English goods. Formerly, 
T. A. Taylor and Company were importing about 400 bales per month of grey shirtings 
from Manchester. Now, they are importing only 20 or 25 bales because Japan has 
taken that place in grey shirtings. 

Q. Do you import from Ahmedabad only heavily sized goods or also bleached goods I 

A. Both. 

Q. For example, taking bleached shirtings of fine countB made in Ahmedabad, are 
they saleable in Madras ? 

A. Yes. They are saleable here. There is no competition between Ahmedabad 
shirtings and those of Japan or English. They have each got their own market. 

Mr. Mujmudar. —Were you importing any Bhirtings from Ahmedabad or Bombay T 

A. Yes. Grey shirtings. And also from Tata mills, but not so much now. 

Q. Were you getting any grey shirtings from Bombay two years back f 

A. We were getting them four or five years ago. 

Q. To what extent ? 

A. Very little; just ten or fifteen bales. 

Q. And from Ahmedabad ? 

A. Formerly, we were getting almost nothing. It is only for the last five years that 
we are getting something from Ahmedabad. 

Q. Formerly were grey shirtings coming to Madras from Bombay or Ahmedabad ? 

A. They were neither coming from Bombay nor from Ahmedabad. 

President. —Where used they to come from t 

A. Formerly, English shirtings were sold in Madras. 

Mr. Majmudar. —Do you deal in yarn also ? 

A. 1 am mainly dealing in yarn. 

Q. Do you get 40s from Indian mills? 

A. I don’t think so ; we were getting it largely from Japan. 

Q. Does it sell in any quantity ? 

A. In 1924 there was much speculation in Madras market in 40s. I could even sell 
then 500 bales for future deliveries just as in the ease of cotton speculation. At that 
time there was considerable speculation in yarn. We used to deliver both cross reel 
and plain reel yarn against our future delivery contracts. The prioe of cross reel was 
about Rs. 5 per bale cheaper than plain reel in Japan. 

President. —Is Japanese yarn now Rs. 5 cheaper ? 

A. Cross reel bales were being imported in Madras sometimes and it was being sold 
Re. 6 or 10 cheaper than plain reel. I got myself 600 bales then and of cross reel and 
others also got about 400. On the whole about 1,000 bales were imported in Madras 
from Japan of orosa reel. We wanted to deliver these bales against our futuro delivery 
oontraots, but people would not take them at all and we were unable to sell them for 
six months. 

Q. What happened in the end ? 

A. They were sent to Cooonada, Salem and other places and with difficulty wo disposed 
of a few bales and then we sent them to Erode. After all, we were able to dispose of 
them in 6 or 7 months. 

Q. You were making a profit ? 

A. I made a loss of about a lakh of rupees. Weavers do not want oross reel. They 
do not like it because they are habituated to plain reel. 

Mr. Majmudar. —You get 20s yam from the local mills ? 

A. We get this quality from Pondiohcrry, and from Choolai mills. Formerly, the 
Buckingham and Carnatic mills were supplying some quantity of 20s yam, but now 
they are using it for piecegoods purposes, From Madura mills we are getting lot. Then 
we have got Gokak mills supplying it. There is a consumption of 2,000 hales per month 
of 20s in Madras. 

Q. Is there any complaint about short length ? 

A. Not in regard to these mills. There is a lot of complaint about 20s we are getting 
from Ahmedabad. 

Q. Do you get any yam from Bombay ? 

A. Yes, we get from Currimbhoys. 
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Q. Is there any complaint about it ? 

A. No oomplaint about Currimbhoys. 

Q. Is there a oomplaint about passing in yarn of lower oounts t Say 20s yarn turning 
out to be 18s ? 

A. No. 

Q. Are there any such cases ? 

A. Say from Ahmedabad again. There is complaint in regard to yarn supplied by 
the major portion of the mills in Ahmedabad. In Ahmedabad they make 40 Jhumar 
ticket in which there is no complaint. 

President .—Are the Ahmedabad mills underselling ? I think somebody told us that 
the Ahmedabad and Sholapur mil ls were underselling. 

A. Not Sholapur. Ahmedabad is underselling because their quality is lower, though 
they call it a good quality and sell it at a lower rate. 

Q. Have you anything else to tell us, Mr. Goenka ? 

A. One thing I am anxious to put before the Board. I am quite against imposing 
any duty on Japan or English yarn or pieoegoods. 

A. Why ? Beoause there is absolutely no competition between Indian and Japanese 
goods. Both have their own separate spheres. Japanese mill s deal in one line and the 
Indian mills«in another line. If any duty is imposed, only thj poor people will suffer 
most, because price of Japanese and English goods will go up and automatically the 
price of Ahmedabad and Bombay goods will be put up a little bit higher, and naturally 
people do not like to pay higher prices. 

Q. The Bombay inillowners say that if Japanese goods do not directly compete with 
their goods, their prices will not be high. 

A. I do not think so. I will just give you some figures. In Japan there are only 64 
mills. They work them day and night, and they have got only 62 lakhs of spindles 
whereas the Indian mills have got 80 lakhs of spindles. Japan can take advantage only 
if there is a difference in price between Japanese and English goods. Of course if you 
put a duty, the millowners will take the opportunity to raise their prices. That is my 
impression. If this Board oan do anything, they may reduce the freight because when 
we get goods from Ahmedabad we have to pay Ks. 30 for a bale. If the freight is reduced, 
it will benefit the millowners and the people. 

Q. Why do not people send by sea f 

A. They will have to send the goods to Bombay from Ahmedabad. 

Q. Would not that" be cheaper ? 

A. Not oheaper because you will have to pay carting charges, etc., for transport to 
Bombay, and even from there the charge is Rs. 20 per ton. That is the freight for 
steamers. 

Q. -You say it is not cheaper to get Bombay goods by sea than by rail f 

A. It is so to some extent. Because we have to insure the goods when we send them 
by sea. Ultimately the charge will be the same in both cases, or perhaps there may be a 
little difference of 5 per cent. Another thing I want to say is that the 40s which we 
get from Indian mills is negligible. If a duty is imposed on English or Japanese 40s, 
Indian mills would not be able to supply these 40s. I have got figures here to show that 
only 220 thousand lbs. of yarn above 40s are of Indian manufacture. Then from 31 to 
40s they can prepare only 18 million lbs.; 21 to 30s, 150 mill ion lbs.; 11 to 20s, 340 milli on 
lbs.; 1 to 10s, 130 million lbs. Seeing that the 40s made by Indian mills is not even 
1J per cent, of the total yam and also that their 40s are of short length, which cannot 
bo used for warp but only for the weft, while the Japanese yam can be used both for 
warp and weft, no duty is necessary to be put on yarn. Only the Madura mill yam 
can be used for warp, but it does not pay them to produce 40s. It is much better for 
them to produce 20s and counts below 30s. What I want lastly to say is that there is no 
competition between the Indian and the English or Japanese goods, and that no duty 
need be imposed either on imported yarn or oloth. 
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Witness No. 97 

Hr. N. 6. RANGA, NIDUBROLU, GUNTUR DISTRICT, MADRAS PRESIDENCY 

Written Statement dated September 1926 

1. The Fiscal Commission recommended that the Tariff Board should satisfy itself 
in dealing with claims for protection, as to the following conditions 

{a) That the industry possessor natural advantages; 

(6) That without help of protection it is not likely to develop at all, or not so rapidly 

as is desirable; 

(c) That it will eventually be able to face world competition without 

protection; 

Though the cotton industry of our country can satisfy the Board as regards the first 
and the last conditions, I am afraid it will be impossible to supply convincing proof 
to support the second claim. The Indian cotton mill industry is able to monopolise the 
market below 80s and for counts 30s and 40s it is in no inferior position though the 
imports are greater than home production. But above 40s it is able to supply only 
} of the total cotton goods imported from other countries. 

Indeed the Bombay Millowners Association does not lay so much stress upon the 
competition between the Indian and foreign products in Indian markets as it does upon 
the competition in the Chinese markets. It is said that the Bombay ootton mill industry 
is unable to carry on any more and so needs the special protection of the Government. 
It is relevant to enquire why it is unable to carry on. 

A few months ago the Bombay ootton mill industry was saying that if tho Cotton 
Excise Duty were to be abolished, all the ills of that industry would disappear and it was 
on the condition that the Government should abolish that duty that it decided to postpono 
its proposals for cuts in tho wages paid to the workers. But evidently the protection thus 
given by the abolition of that 3} per oent. duty has not been sufficient to enable this 
industry to stand on its own legs. It is only reasonable to doubt how far the proposed 
additional import duty will be effective in helping this industry to faco tho world’s 
competition better. 

It is the sorrowful experience of every country wliich has decided to support the 
industrialists as against the vast masses, that once a beginning is made in giving protection 
to a powerful industry such as ours in question, there is and there can be no end to its 
demands to further grants of protection and the country is provided only with a badly 
manned, inefficiently organised and insufficiently financed industry. Our own country 
oan be no exception. At present there is an all-round import duty of 11 per cent, on all 
ootton goods and ever since the abolition of the Cotton Excise Duty, the protection 
afforded by the State has amounted to 11 per cent, and the industry demands an 
additional protection of 17£ percent. 

If we give this protection at all we must be sure for what purpose the nation’s money 
is wasted. If it is to assist an industry whioh is in its infant stages and is unable to face 
world competition it can be argued that the people stand to gain by giving it some 
protection. But it is impossible to argue similarly in giving protection to any industry 
which is in a dominating position in tho home market but seeks to monopolise and is 
unable to keep its former hold upon a foreign market. Surely it is asking the Indian 
public to waste their good money just to enable the capitalists to reap high dividends 
though their industry is very inefficiently organised and badly run. 

Even in the Chinese market, it is not the Japanese imports which are ousting our cotton 
imports but it is tho production of the Chinese industry itself. Wages are very low in 
China; workers labour for very long hours, and costs of erecting machinery and 
constructing buildings are lower than in India and Japan. The cotton imports from the 
Madras Presidency have been steadily on the increase ever since the end of the war. 
This Chinese indigenous industry concentrates mainly upon very low counts. .So it is a 
wonder how the Indian industry can hope to capture the Chinese market. 11 it seeks to 
lower the prices of its goods below the costs of production and cover the losses incurred 
hereby by gaining at home from the higher prices made possible by the additional 
protection, then its trade with China will be styled as “ dumping ” and the poor consumer 
in India is made to bear the oost3 of such “ dumping.” 
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It Is true that the Madras cotton mill industry is finding it inconvenient that so much 
Japaneso yam should be sold in the local markets but it is as yet unable to supply even 
half as much yam as is needed by the mills and handloom weavers in the Presidency. 
The few m i lls which are also interested in weaving are unable to satisfy the local demand 
fully and so there can be no question of serious competition with world trade in the looal 
markets. Indeed many millowners argued with me, when I visited them, that their 
industry can support itself ably in the competition with Japanese industry. 

2. I am of opinion that the present crisis in the cotton mill industry of our country 
is due to the inability of the industry to adjust itself to the changed conditions of trade 
in the post-war days and to re-organise itself in such a way that over-capitalisation does 
not result and the most inefficient mills are closed down. Consequently over-capitalisation 
resulted to a serious extent and the millowners find it impossible to realise commensurate 
dividends upon the watered capital. If it had not been for this fact of unnecessary over- 
oapitaliaation, the figures of dividends would not have seemed to be so small Otherwise 
how could the millowners run their mills inspite of the so-called grave situation of the 
industry f The spinning mills in the Madras Presidency have been realising on the whole 
respectable dividends and are not in any way seriously menaced by this grave 
situation. 

3. I believe that the Indian cotton mill industry is at present very inefficiently 
organised for the following reasons :— 

(a) The wages of labour are less in Indian mills than in the Japanese cotton mills. 
An English worker in a cotton spinning mill in Chorley earns more than six times as 
much as his brother worker in a Coimbatore mill in the Madras Presidency. Wages 

S aid in the Madras cotton mill industry are generally very much lower than those in 
ombay. 

( b ) It is comparatively easy for the mills in the Bombay Presidency and it is very 
easy for the Madras mills to secure their labour. But it has become extremely difficult 
and costly for the Japanese cotton mill industry to secure sufficient labour. It has to 
keep paid agents all over the country to recruit workers and even when recruited, it 
has to take many safeguards to prevent such workers from running away. 

(c) Japan imports the greatest part of the Tinnies (Karunganni Nos. 2 and 3) from 
the Madras Presidency while Indian industry buys the local cotton. 

(d) The cost of erecting and equipping mills is very muoh greater in Japan than 
either in England or in India. v 

(e) Japan imports all her textile machinery just like India from England. 

(/) Japan has to finance her cotton mill industry by borrowing at the same rate of 
interest as India. (It is never below 9 per cent.) 

Thus it can be seen that India is much better placed than Japan in the preliminary 
conditions of success. But for some reasons Japan has been able to inorease the number 
of her spindles and looms at a greater rate than India in the past eight years. In the 
same period the Japanese imports of ootton yarn and piece-goods have been on the 
inorease in India and have come to compete with Indian manufactures in the Chinese 
markets very successfully. What could bo the reason unless it was all due to tho 
inefficient organisation of our cotton mill industry ? 

4. The capitalists answer that the Japanese millowners work double shifts, employ 
mostly women labour, work their labourers much longer than in India, use child labour 
and work during nights with women and ohildren. Though the 1921 Factory Act is 
not properly enforced in Japan and though it is true that Japanese workers labour for 
longer hours than our workers, we must realise that such causes as our millowners find, 
could not have so materially contributed to the greater success of the Japanese cotton 
mill industry. We must admit that the Japanese industry owes much to the excellent 
organisation and the efficient workers. 

5. So I am afraid that the millowners demand that the Indian consumers should 
sacrifice muoh in order to subsidise, so to speak, their inefficient industry. In all duo 
justice we must a dmi t that the rural masses who will chiefly suffer from the proposed 
additional duty, are not in a position to sacrifice so much out of their soanty earnin&s. 
Most of them are suffering from periodical and long spells of unemployment caused by 
the agricultural industry and they are already asked to make good the deficit, caused 
by the abolition of the Cotton Excise Duty, in the national revenues. 

6. If at all the Board finds that this industry needs any help from the Government 
just to enable it to reorganise itself and to become able to compete with Japan and China 
in the Chinese markets, then a bounty is the best means by whioh help can be rendered. 

mo v 422—34 



530 


It can be temporary and depends upon the amount of cloth exported. Then imports 
need not be taxed additionally and the people need not pay higher prioes for their cloth 
than at present, Moreover it will prevent the capitalists from selling their manufactures 
mueh cheaper abroad than at home. 

7. The present state of things must be kept intaot, i.e., a protection of 11 per cent, 
duty for some time to come. The people are already used to the sacrifico needed by 
7£ per cent, import duty and it is a well-known dictum in public financo that an old 
tax is less intensive in its incidence than a new one. But in fact it is for the counts of 
40 and over, that protection is needed for Indian cloth as the competition is almost negli¬ 
gible between India and the rest of the world. Tho handloom weavers need this protection 
as it is their goods which chiefly have to compete with the foreign goods and as their 
industry is not yet able to stand on its own against the competition of the mill industry. 

8. The present duty ou the import of yarn should be immediately abolished as it 
presses very hard upon the poor handloom weavers. It gives in fact an indireot and 
differential protection to the millowners as against the handloom weavers since the 
ooarse goods manufactured b}- the former become cheaper since they are manufactured 
with local yarn than the finer oloths prepared by the latter. Both the masses and the 
voiceless handloom weavers suffer at present from the iniquitous impost and the sooner 
it is abolished the better it will be. 

9. I do not believe in lower wages and the lowering of wages will not solve the diffi¬ 
culties of this cotton mill industry. The Board will do an immense amount of good to 
the country and this industry if it properly investigates the possibilities of reorgani¬ 
sation of the industry and advises that the recommendations of the Board should be 
carried out by the industrialists. Tho Government may then decide to render help to 
this industry provided tho suggestions of the Board are carried out. It is unjust and 
uneconomical to spend the nation’s money on this industry without providing for condi¬ 
tions of speedy recovery. It must be one of those conditions that the wages of labour 
should be proportionately raised in accordance with the help given by the Government. 
In one of the Australian States it is provided that workers shall also be given a share 
in the benefits of a bounty or protective duty. 

10. I respectfully suggest that the masses are voiceless and tho members of the 
Assembly are over-awed by the power of this industry in politics and so the Board and 
the Government must think themselves to be the trustees of the ultimate interests of the 
people and try their best to see that no unnecessary help is given undeservedly to this 
or any other industry. 

I may be allowed to state that I am the author of the following theses approved by the 
Oxford University:— 

(1) The Cotton Mill Industry of the Madras Presidency. 

(2) The Handloom Weaving Industry of the Madras Presidency. 

(3) The Eoonomio Organisation of seven Villages in the Guntur District, 

(4) The Family Budgets of Handloom Weavers (180). 
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Witness No. 88 

Sir HARIRAM GOENKA, GOENKA HOUSE, CALCUTTA 

Written statement dated 10th September, 1926 

The present depression in the cotton industry iB a world wide one and is not confined 
to Bombay only. The explanation is obvious ; price of cotton goods is still comparatively 
higher than the average prioe level, and the relative purchasing power of the people, so 
far as cotton goods are concerned, is less than that of the pre-war days. In the case of 
the Indian industry the situation has been rendered acute bv both internal and external 
factors. On one side there is overcapitalisation, lack of efficient management, over¬ 
production, loss of touch with the consuming market, and such other defects, while on 
the other the appreciation of the rupee, depreciation of Japanese yen, labour facilities 
in Japan and such other factors encouraged imports. Most of the factors are, however, 
temporary, and T am inclined to believe that sooner or later, probably sooner, adjustments 
will take place to the altered circumstances. The depression after all is a passing phase 
and does not necessitate such a drastic measure as the imposition of a general duty on 
imports. If tho Bombay mill-owners put their house in order and if the Government 
reduce the duty on stores and machinery, remit taxes like the super-tax, and grant other 
minor prayers, I am sure that the industry can be placed on a profitable basis. Figures 
for the production of yarn and piecegoods hy tho Bombay mills show that the industry 
is still expanding and if the oost of production can be adjusted to the price level in the 
country there caimot be any danger from foreign competitors, now that the excise duty 
has been removed and the protection amounts to a full eleven per cent. But at the 
same time I believe that Japan has some unfair advantage over India in labour, State 
assistance arid allied factors. I do not object to an additional duty on Japanese goods 
to neutralise their advantage ; on the other hand I welcome it, provided the duty can 
be levied without necessitating similar duties on all imports (vide the trade convention 
with Japan of 1905). I am strongly opposed to a general increase in the duty. Inspite 
of the enormous deveio,.mcnt of the Indian mill industry the country still imports 
large quantities of foreign piecegoods. In 1925 Indian mill made piecegoods put on tho 
market amounted to 1.789 million yards, while the figure for the net imports of 
foreign piecegoods was 1,746 million yards. The first result of the imposition of the duty 
will be to raise the price of textile goods to the great inconvenience and distress of the 
people. Already tho price of textile manufactures stands at a higher level than the 
average price. Any further rise in the price of cotton goods will materially affect consump¬ 
tion and I am afraid that tho gain of the mill owners by the rise will he more than 
neutralised by tho curtailment of the sale. If there were any prospect of India’s becoming 
independent of foreign supply in the near future, the imposition of the duty would have 
hastened the progress towards the goal, but with absolutely no such possibility, 
tho duty will simply add to the distress of the people. I do not support the idea of 
imposing additional duty on yarns. The indigenous weaving industry is slowly reviving— 
additional duty on yarns will retard its development. I do not believe in the efficacy 
of imposing duty on imported yams up to certain counts as the foreign shippers, if they 
so desire, will be able to avoid the duty by shipping yarns of slightly higher counts. 
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Witness No. 98 

Sir HARIRAM GOENKA, CALCUTTA 

Oral Evidence given on his behalf by Rai Bahadur Badridas Qoenka at Calcutta 
on the 30th September, 1926 

President. —What is your exact connection with the ootton trade, Mr. Goenka t 

A. Our firm are the sole piecegoods brokers to Messrs. Ralli Bros., Calcutta. 

Q. You are Sir Hariram Goenka’s brother ? 

A. Yes. 

Q. Have you any experience of Indian or Japanese piecegoods ? 

A. Not directly, but indireotly, from what information I can get from the dealers. I 
have not handled the Japanese goods myself. 

Q. You are in close touch with the piecegoods market ? 

A. Certainly. 

Q. The first thing we shall be glad to know, if you oan tell us, is how far the Japanese 
pieoegoods oompete with those from the United Kingdom 1 

A. The Japanese pieoegoods compete with goods from the United Kingdom in respect 
of grey shirtings and drills and latterly also dhooties and the United Kingdom trade in 
the first two is practically gone. 

Q. Gone to Japan ? 

A. Yes: and for minor styles also, for example fancy stylos, cheoks and so on. 

Q. Are they made from the same counts of yam ? Are the Japanese goods of ooarsor 
yam than the United Kingdom goods ? 

A. Generally they are of coarser yam, though they do not compete with qualities made 
of yarns of oqual counts. But they are generally made of coarser yams. What I mean is 
that goods from the United Kingdom might be made from 40s and 90s and goods coming 
from Japan would be perhaps 30s and 40s. 

Q. What I want to know is—and we are anxious to obtain as much information as we 
can on the point—what proportion of goods from the United Kingdom are made of 
yam between 30s and 40s ? 

A. Imported into India ? 

Q. Yes. 

A. It is rather difficult to say. 

Q. Is it a large proportion ? We were told yesterday by the Pieoegoods Sub-Committee 
of the Caloutta Chamber of Commerce that there is a very considerable import of piece- 
goods from the United Kingdom which are made of yams between 30s and 40s. Would 
you agree with that opinion ? 

A. Is it 30s and 40s ? Or would you include 40s and 60s in that ? 

Q. No. As far as we oan find out from the analysis of such Japanese doth as we have 
been able to get, the bulk of the Japanese shirtings and sheetings which come into this 
country is made of yarn between 30s and 40s and therefore we want to know what propor¬ 
tion of similar goods from the United Kingdom is.made of yarn between thoso counts ? 

A. But my point is that they do not oompete with just the samo goods made from 30s 
and 40s. 

Q. Your point is that 30s and 40s from Japan compete with 40s and 50s from the 
United Kingdom 1 

A. Yes. As a matter of fact I could name certain qualities against which the Japanese 
are importing. They are not exactly 40s and 50s; but they will be 30s and 40s. And in 
the market also Japanese goods compete against those particular qualities. 

Q. I quite appreciate your point there. But the point is that the Bombay Millowners’ 
Association and other witnesses before us have suggested that, in order to meet Japanese 
competition, there should be a duty on yarns bolow 40s and on cloth madefrom yarns below 
40s ; and we want to know whether the effect of such a duty would be entirely felt by 
Japan or whether it would also aflect goods from the United Kingdom ? 

A. It would affect goods from the United Kingdom also. 

Q. To what extent ? 

A. It would affect more particularly Calcutta than other markets, because we do here 
more grey goods trade than the other Provinces. 



533 

Q. To what extent would it affectum ports from the United Kingdom t 
A. Of Calcutta I can say but it is very difficult to say of others. As a matter of fact 
that question was put to me yesterday by a Government official and I put it down at 
about 15 per oent. 

Q. It is a very appreciable percentage any way, in your view ? 

A. Yes. 

Q. It is a point in which we are really interested. 

A. Whenever we find qualities in the market going againBt the Manchester qualities 
we have sent those qualities to Manchester for their appreciation. 

Q. You have sent Japanese qualities to Manchester t 

A. Yes. If they are not exactly the same qualities, they are similar qualities and in 
every case the prices quoted by Manchester have come to a muoh higher figure than 
those at which the Japanese can sell them. 

Q. To what do you attribute the ability to sell at that lower price 1 Have you studied 
that aspect of the question at all f “ 

A. Theoretically. I have no practical experience. I had never been to Japan. But 
I think the general belief is that .double shift working in Japan helped by the employment 
of women labour is the cause and they also get some indireot bounties. 

Q. But the trouble is that nobody knows to what extent. 

A. I admit that. 

Q. Sir Hariram Goenka says that ho would not object to an additional duty on Japanese 
goods to neutralise their advantage. The Bombay Millowners* Association have worked 
out the advantage and make the advantage derived from the doable shift 5 per oent. 
Would you consider it worth while imposing a duty of 5 per cent, against Japan f Do yon 
think that will bo of any uso to the industry ? 

A. It will be some use. 

Q. Would it be worth while ? As Sir Hariram points out, it would necessitate the abro¬ 
gation of the Anglo-Japanese Trade Convention. Would it be worth while abrogating 
the Anglo-Japanese Trade Convention ? 

A. But if it would help the Bombay mill industry ? 

Q. Would it help them to an extent which would balanoe the disadvantage arising from 
the abrogation of tho Trade Convention ? 

A. It is rathor difficult for me to say what tho disadvantage would be. But even a 
small duty will certainly help, ft may not neutralise altogether all the advantages. But 
I do not know whether 5 per oent. duty will be sufficient. That is what the Millowners* 
Association have worked out, you say ? 

Q. Yes. Have you any views on the competition between Indian piecogoods and 
Japaneso piecogoods ? You say that the Japanese pieoegoods compote with the Lanca¬ 
shire piocegoods. , 

A. And they compete with the Indian goods as well in some particular qualities. 

Q. Which ones ? 

A. In grey shirtings, and in striped twills there is one particular quality of striped 
Japaneso twill which they sell very cheap. 

Q. What counts is that made from ? 30s and 40s T 
A. I should think so. It is a coarse cloth. 

Q. You would not call cloth made from 30s and 40s coarse cloth, would you f 
A. No. Not generally. But it might be made of 30s and 30s. It is a peculiar kind 
of twill. 

Q. Can you send us a sample of that ? 

A., Yes. In grey drills also they do a very big business. 

Q. We obtained some useful evidence in Madras. They told us various points which 
worked to the disadvantage of the Indian mills in comparison with the Japanese, such 
as the superior finish of Japanese goods, the uniformity of their yam and points of that 
kind. You are speaking from special experience of Indian goods. Have you any views 
on that ? 

A. It is a fact that Japanese pieoegoods are well made and well finished. They are 
steadily increasing their range of qualities—grey shirtings, sheetings, drills. Now they 
are going to dhooties, twills, checks, etc. 

Q. Is this increasing imports of dhoties a new feature T 

A. Yes. It has been growing more quickly during the last two years. 
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£j. Have you any views as to the way in whioh the Bombay mill industry could be 
assisted in its present condition ? 

A. When the cotton industry all the world over come to better times, the Bombay 
industry also will improve. * 

Q. Why is Japan having such a better time than any other country ? 

A. Because of the advantages that Japan has got over other countries. 

Q. Do you think they really amount to very muoh f Double shift working has been 
worked out to amount to 6 per cent, by the Bombay Miilowners’ Association. 

A. They have worked out to 13 per cent. 

Q. 13 per cent, includes the advantage due to the depreciated exohange. If the 
depreciated exchange gives such an advantage, how is it that the imports from the United 
Kingdom have not been increasing very rapidly also ? 

A. The exohange with the United Kingdom is now practically at a fixed level. 

Q. Bo is the Japanese exchange now. 

A. But it was different. 

Q. But that advantage has disappeared. 

A. Only lately. 

Q. You think that the results of the disappearance of that advantage are not yet 
manifest ? 

A, To a oertain extent. 

Q. The Japanese exchange is now no more depreciated than the British exchange. 

A. Yes, but the result is not quite so manifest perhaps. There have not been many 
sales lately owing to the depression in the market generally. 

Q. Do you think there are any signs of diminution of Japanese competition in the last 
few months or is it as strong as ever ? 

A. The proportion is certainly as strong as ever. There has been less business done 
in all piecegoods now, but the proportion of Japanose competition is not less at all. 

Q. What is the outlook in the market here generally t 

A. Gloomy for the present. 

Q. That is due to ? 

A. To the losses they are making. 

Q. Also I presumo to the recent reports on the American crop which has still further 
undermined confidence in the stability of the present level of prices. Is that so t 

A. Yea. 

Baja flari Kishan Kavl .—You say that imports from Japan of cloth made of 30s to 
40s yam compete with the imports from the United Kingdom made from 40s to 50s t 

A. Yes. 

Q. If all imported cloth made out of 30s to 40s counts were placed under an additional 
import duty, ordinarily the imports from the United Kingdom of cloth made of 40s to 
60s would be at an advantage in competing with the imports from Japan which aro made 
from 30s to 40s. Now I just want to ask how you say that the imports from the United 
Kingdom will be affeoted to the extent of 15 per cent. ? 

A. What I meant was that of the imports of piecegoods to Calcutta, 15 per cent, were 
made of counts below 40a. Then again if you put a duty on goods made from 30s to 40s, 
the manufacturer could easily manufacture cloth of 32s and 42s. It would not make 
much difference. 

Q. The lino would have to be drawn somewhere. 

A. But it would not be effective. 

Q. It would be effective in so far as the bulk of the trade is between 30s and 40s, and if 
the limit was fixed at 42s or 44s or something like that, then if the importers manufactured 
the same doth from yam of 43s or 45s counts the bulk of the manufacture between 30s 
and 408 would still be subject to the additional duty. 

A. They would change their yarn and instead of manufacturing 30s they would manu¬ 
facture 32s. 

Q. That would inoreaae the difference between their manufactures and the lines in the 
Indian mills with whioh they compete. 

A. Two or three counts won’t make an appreciable difference in the quality. 

Q. It would make some difference. 

A. Two or three counts is almost negligible. 
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Q. You think that the attempt would be ineffective because wherever the line waa 
fixed it would be possible to go one or two counts above it ? 

A. Yes. 

Q. Have you any idea of what counts are used by the handloom weavers ? 

A. It depends upon the kind of cloth they make. The handloom weavers generally 
use fine imported yarn; for instance, in the Dacca industry they use imported yam. 

Q. We have been told that they use either very coarse yam or very fine yam—10s, 
12s or 15s or 50s, 60s or 70s. 

A. Yes, a very large amount of 40s grey yam is imported into India. It must be 
used somewhere. Of the grey yam, I think the percentage of imports in 40s would 
be much bigger than in 50s and 60s. 

Q. And most of it comes from Japan ? 

A. Below 40s hardly anything comes from the United Kingdom, I think. 

Q. What I wanted to ask you was if you knew what proportion of yam of above 40s 
counts and below 40s counts was used by the handloom weavers. 

A. I could not say. 

Q. If the proportion of yam of counts below 40s is small, then they are using only 
that much imported yam and the bulk of the imported yam which they are using would 
be over 40s. 

A. I do not think so. I should think that the bulk of the yam used is coarse. 

Q. The ooarse yam is manufactured by the Indian mills mostly. 

A. And also imported from Japan. At times Japanese 20s yam is much oheaper 
than the locally manufactured 20s yam. 

Q. That would be the object of a protective duty, vix., to enable the local mills to 
sell at an advantage in respect of yarn imported from Japan. It is only in yams which 
are not manufactured by the Indian mills that a protective duty would be unnecessary, 
and to enable the handlooms to carry on their trade without obstruction it would be 
neoessary to keep those yarns out and exempt them from duty if the proposal were 
accepted. So you think that if that proposal were considered and an import duty 
was put on yams up to 40s, the handlooms would not suffer. 

A. They would suffer. It would make coarse yam dearer to them. 

Q. The yam manufactured by the Indian mills would still be available to them, 
except that the prioe of this yam would probably rise, not perhaps to the same extent 
as the duty. 

A. Sales may not be to the same extent. 

Q. But the imported yam which they use mostly for the finor cloth would still be 
free of duty and they would be able to get it at the same price. 

A, Yes; they would be handicapped so far as the ooarser yam is concerned. 

Q. Therefore their disadvantage would not be so great. 

A. You mean they will he in a position to buy the looally made yam ? 

Q. Yes. 

A. But it would put up the prioe of all yam. 

Q. Slightly; and the mills will always have the fear of the foreign importer placing 
on the market yam at lower prices in spite of the duty if they raise the price of yam too 
much. 

A. All the same, they will be able to put up the prioe to the extent of the duty. 

Q. You have said just now, not to the full extent. 

A. It may not be to the full extent. 

Mr. Subba Rao .—Are you interested in the import trade generally or only in the cotton 
piecegoods ? 

A. Only cotton piecegoods. 

Q, Any other lines ? 

A. Not in import. We do exporting business. 

President .—What export business ? 

A. Jute. 

Jlfr. Subba Rao .—The written statement says that * the present depression in the 
ootton industry is a worldwide one.’ I want to know whether you see signs of depression 
in any other trade ? 

A. Yes, in jute. Whenever the raw material is at a very high level, the industry is 
at a disadvantage. 
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Q. And that is a passing phase ? 

A. Since this letter has been written, cotton has become cheaper. 

Q. Jute also ? 

A. Not much. 

President. —The jute industry is in a state of depression at the moment T 

A. Yes. 

Q. Are they making profits ? 

A. They are making profits. 

Q. Is that due to the drop in the raw material 

A. Yes. 

Mr. Subba Boo. —Then a fall in prices would lead to increase in prosperity ? 

A. Not in the transition, stage. Just now tho loss in the jute trade is due to the fact 
that they are holding stocks of raw material at higher priccB and they have to sell their 
manufactured product at a lower level. 

Q. When they have exhausted the stock, then it will be possible to sell more and make 
profits ? 

A. Yes. 

Q. Now I think you said just now that as regards Japanese goods their quality and 
finish are better than those of the corresponding Indian goods ? 

A. Yes, generally speaking. 

Q. Therefore is not tho Japanese advantage in the Indian market due to the faot that 
they put on the market better goods and not merely because their goods are cheaper on 
account oithe labour conditions V If they work double shift and employ women labour, 
it must lead only to more output of the same sort. But the goods are different in quality. 
So, will it be possible to get over that advantage by limiting the hours of labour ? 

A. The qualities might be different. But qualities ooming from Japan go against 
certain qualities manufactured here. They are not identical qualities ; but they displace 
certain qualities that are going well here. 

Q. Could you give some concrete example ? My difficulty is this. The advantages 
in Japan which are suggested are double-shift working, employmontof women labour and 
so on. They should lead merely to increased output. But from what you say there is 
also difference in quality and finish. Can you get over that advantage ? Suppose Japan 
aooepts the new Convention and reduces the hours of labour or gives up female labour, 
she will still retain the advantage of putting better goods on the market. 

A. But not at tho present prices. It is both the quality and the prioes. 

Q. She is able to produce at comparatively low prices artioles of better finish ? 

A. I do not mean that in every case the articles are better. What I mean 1 b that 
supposing there is a quality going in the market which sells at Re. 1, the Japanese pnt 
np another at annas 15. They will not put up the indentical one. But this quality 
displaces tho other quality. 

Mr. Subba Baa. —They arc sufficiently close to each other for the imported goods to 
displace the Indian goods ? 

A. Yea. 

Q. Then you say that the Indian mill industry has lost touch with the consuming 
market. What do you mean thereby ? 

A. They do not take such good notice of the requirements of the consumers as perhaps 
Manchester does, 

Q. Could you give a concrete example ? 

A. For instance packing. Goods coming from Manchester are paoked so well that 
even after such a long journoy they arrive in Calcutta in a much better condition than 
perhaps goods coming from Bombay. 

Q. So, it is more a matter of goods not being packed ? 

A. No, I am giving that as an instance. 

Q. That is not the same thing as not being in touch with the consuming market. 
Thereby wo understand they do not understand the differences in taste or fashion. You 
are now giving an example of the middleman being a loser because of bad 
packing 1 

A. The middleman is an important ring in the chain. If the middleman loses the 
trade suffers ultimately. During the war, the mills had such good times that they got 
into the habit of not studying the ncods of the consumer so well. 
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Q. I want to get an example. In what way have they not studied the needs of your 
market ? Can you point out any respeot in whioh the Bombay mills or the mills in India 
generally have not studied the requirements whioh have been studied by Japan or 
Manchester ? 

A. For instance I do not think the Bombay mills have been trying to improve their 
qualities. 

Q. Not giving you higher counts, or different patterns ? 

A. In every way I mean. Every country tries to do business on a larger scale, in a 
larger number of qualities perhaps, in a larger number of varieties and also improves the 
qualities they are giving. 

Q. Take for example dhooties or shirtings. Could you say in the laBt three or four years 
in what respects an improvement was wanted by the consumer which was not made by the 
Bombay mills and which has been made by Lancashire or by the Japanese, and therefore 
these latter have captured the market ? 

A. The consumer does not go to the market and say, I want this and this. The 
Japanese mills or the United Kingdom mills are manufacturing newer styles. 

Q. Can you give us an example of a style which has come to the Bengal market in the 
last three or four years which the Bombay people have not been able to put on the market ? 
We want one or two concrete examples as to where the Bombay mills have been failing 
and have made room for their competitors by lack of attention to the market. • 

(There was no answer.) 

Q. Passing on toanother topic, is the trade organisation different forimportod cotton 
goods as compared with the organisation for goods from Bombay or other producing 
centres in India ? Do they pass through the same mercantile organisation, the same 
number of people, or is it different 

A. It passes through the same number of people perhaps. The system of working is 
different. 

Q. Does it make for difference in efficiency ? 

President .—What is the system ? 

A. Hero generally after the goods have been landed we give them three months’ time 
during which to clear and then a month and a half to meet bills. 

Mr. Subba Kao .—The goods will be arriving in the importer’s godown before three 
months and even after be has taken delivery he is allowed a month and a half to pay ? 
You are the importing houses, and who buys ? Is the buyer a Calcutta man ? 

A. Yes, a Calcutta man. First of all he has three months to clear the goods and then 
he has another one and a half month. 

Q. That is to say, he oan get control over the goods for 4$ months without paying you 
for it. 

A. I say that for three months the goods are in our godown. He can take delivery 
whenever he likes. 

Q. You give him three months’ time to clear the goods ? 

A. And after delivery we give him 1$ months’ time. 

Q. He does not get control of the goods for the first three months f 

A. He can have oontrol whenever he likes, 

Q. I hardly see he has got credit because he has not the commodity in his control. 

A. If he is not in a position to take delivery we keep the goods for him. 

Q. You give him three months ’ time ? 

A. Even after three months if he is not in a position to take delivery we keep the goods 
for him and he pays a certain rate of interest. 

Q. After possession of the goods you give him 6 weeks more to make payment ? 

A. Yes. 

Q. Is that the usual practice in the import trade—6 weeks’ credit ? 

A. We allow them por cent. off. The usual terms are, we sell at a certain price and 
if he takes delivery within the three months we give him percent, off his price. H he 
does not pay after delivery he does not get the full 1$ per cent., though he gets some 
reduction. 

Q. Then what about the local trade f This is as regards import trade. 

A. It is the same. 

Q. From Bombay ? 

A. So far as I know they pay cash in Bombay on delivery. 
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0. So there is difference as regards the credit accommodation given by importing 
houses as against that given by the Bombay mills ? 

A, Yee. 

President. —Are not those arrangements taken into consideration in fixing the price T 

A. It must be. 

Mr. Subba Rao .—That is an important point. You put up the price ? 

A, It stands to reason that whenever we keep the goods for so many months we should 
take that into consideration. Wo do not calculate the full three months for instance but 
calculate a certain average. 

Q. Therefore you are charging in his case on the possible delay of three months ? 

A. Not of three months but whatever is the average. Now that is an advantage to 
the buyer. If ho wanted credit at any moment he could not get it, but here he has got 
it ready arranged for him. 

Q. Bo you also import Japanese goods ? 

A. No. 

Q. Could you tell us if Japanese importing houses give similar accommodation ? 

A. Yes, they do. 

Q. A man can keep goods for three months in the warehouse and take six weeks for 
payment ? 

A. Practically all sales made in Calcutta of imported goods are worked on the same 
lines. 

Mr. Majmudar .—How does the finish of the Japanese goods compare with that of the 
English pieccgoods ? In the same quality of piecegoods, whioh is considered to be better ? 
English or Japanese ? 

A. T have not come aoross any exact qualities. It is very difficult to say unless we 
could see the two qualities exactly alike. 

Q. What is the general opinion ? Are the Japanese goods better in finish than the 
English ? 

A. What do you mean by finish ? 

Q. The feel and appearance of the goods. 

V. I do not think they are better than the British-made goods. 

Q. Do they sell more and more simply because of the low prices ? 

A. Yes. 

Q. Can you give us an idea about the difference in prices of Japanese goods of a 
particular range competing with English goods of approximately equal quality ? 

A. I have just now explained that we do not have the same quality, but we have 
qualities coming from Japan which compete with some other similar qualities from the 
United Kingdom. In suoh cases, we send them to Manchester for their appreciation 
nd valuation; and in every case Manchester have valued them at a higher figure than 
our goods. 

Q. How much higher ? How many annas higher ? 

A. About an anna in the rupee, perhaps more. They were selling those goods here 
lower than ours. The total would come to about 5 to 6 per cent. 

Q. 5 to 6 per cent. ? 

A. Yes. 

Q. I had an impression that many of the Bombay and Ahmedabad mills had got their 
agents hore ? 

A. Yes, they have got their agents. 

Q. And that they are paying a handsomo commission to the agents and the agents 
allow 45 days credit for payment from the date of delivery of goods ? 

A. I do not think so. I know for a fact that whenever sales are made in Bombay 
and Ahmedabad, they are made for cash, but I am not sure. 

Q. How many Bombay mills have got their agents here ? 

A. I could not tell you. Many of them have. I am not in close touch with that line. 

Q. Have you any idea as to the rate of commission f 

A. I do not know. 

Q. Evidently you are not in touch ? 

A. I am in touch with the trade so far as it affects the market generally, and the same 
buyers buy these goods, but we do not know the internal working. 



Q. Cun you tell us the terms on which the agents make sales, and mention other details 
regarding the same ? 

A. No. 

President .—There is one point which was mentioned to ns in Madras and that was 
that the Japanese goods are preferred to Manchester goods for dyeing and printing 
purposes because they absorb less dyes. Is that your experience ? 

A. No. I think there had been some such talk a few years baok, about 5 or 6 years 
ago, but nowadays there is no such impression in the market. 

Mr. Majmudar .—How is it that the Japanese yarn is selling more than the English 
yam ? 

A. Because it is cheap. 

Q. Now we have been told that it sells at a higher price. 

A. Japanese 40s yarn when it first started was of a far better quality than the yam 
now coming in. 

Q. It has deteriorated ? 

A. Yes, 40s. 

Q. Since when ? 

A. Since the last two or three years. 

Q. And still it oommands a sale as before f 

A. Yes, I think so. 

Q. Are you sure ? 

A. I cannot say, but I think they are in the same brands. 

Q. Why are the prices of Japanese 40s higher ? 

A. Not all Japanese 40s and not all English 40s. There are differences. 

President .—From the figures we have got we find that the Japanese yam, 40s yam, 
is selling at an anna a pound higher than English ? 

A. There are oertain 40s English yarn which sell higher than Japanese yam. 

Q. It depends on quality t 

A. There are superior qualities of English yam also. The ordinary qualities of Japanese 
40s are, I think, better than the ordinary Manchester qualities. 

Mr. Majmudar .—Hence they oommand better price and Bell also to a very great 
extent ? 

A. Yes, it sells'. But I do not think there is the same premium now as there was 
about four years ago. 

President .—They dropped their quality ? 

A. That is my information. 
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Mr. K. M. MUKERJI, CALCUTTA 

Written Statement dated the 2nd October 1926 

Dhooties .—The qualities of Indian mills, made of yarns spun by them, and which are 
running in this market, are competing with certain qualities from Manchester of threads 
26 to 33 per i inch square for which I beg to propose a protective tariff of 15 per oent, 
on invoice value as per schedule. 

Exceptions to this are mull, white yarn and fine mull dhooties of Manchester although 
coming in 29 threads and upwards. Finished and jacconet dhooties of more than 33 
threads per \ inch square of Manchester are also above competition for the following 
reasons. No protective tariff has therefore been proposed which remains same, viz., 
11 per cent, on invoice value as shown in the schedule. 

1. Low qualities of white yarn dhooties are ooming in indifferent styles of repp 
borders which tho Indian mills cannot make. 

2. Qualities are mostly standard and are kept running even sacrificing the whole 
of middleman’s commission, if such occasion arises for which there is a general 
demand, 

3. Indian mills have to bear additional duty to import the class of yarns to make 
these qualities. 

4. Indian mills do not maintain the excellence of make-up and finish which '• 
greatly valued in better and finer qualities. 

The qualities of dhooties which Japan has recently been manufacturing, are very 
similar to the Manchester standard, under 33 threads per £ inch square, and as the 
same have been found comparatively cheaper in a steady market, the qualities have 
been introduced into the market and are imported. I propose a protective tariff of 15 per 
cent, on invoice value as per schedule. 

Grey and Finished Shirtings, Jacconels, Green end Mulls .—Although there are qualities 
of Manchester and Indian mills running, Japan has practically oaptured the market by 
selling appreciably cheaper than Manchester. The defect that stands in the way of 
competition by Indian mills, is not that they have to import yarns to manufacture but 
that they do not maintain the uniform standard of the qualities and are badly wanting 
in make-up and finish leaving aside the question of prioe. 

The qualities of shirtings or jacconets that are imported from Japan appear to be of, 
threads under 36 per J inch square, and the protective tariff I propose is 16 per oent. 
on invoice value as per schedule. 

Chudders, Dukrees, and Tickrees .—These are imported from Manchester of threads 
under 35 per £ inch square. There is absolutely no competition going on either 
with Indian mills or with Japan in these styles in this market. No protective tariff has 
therefore been proposed which remains the same, viz., 11 per oent. on invoice value as 
per sohedule. 

WMtes .—The Indian mills are doing very little in this line in this market whioh is 
praotically controlled by Manchester with the exception of certain qualities of Japan 
which are cheaper. I do not propose any protection. 

Fancies .—Out of the various styles in this line, the qualities of ordinary coatings, 
shirtings, drills, etc., which are selling in this market are mostly of Indian mills. It is 
not that they are cheaper only, but also durable and of fast colour which is wanting in 
the Manchester qualities of the same value. No protection is therefore necessary. 

As regards better qualities of tho aforesaid description and other styles in this line 
muslin, artificial silk fancy, artificial silk fancy voile, linings, warp satin, pongee, bril- 
liantines, etc., which are selling in this market are mostly imported from Manchester. 
None of these styles are available from Indian mills or Japan. Consequently no 
protection is required. 

It is to be noted here that Italy has been able to compete with Manchester in certain 
qualities of some of the styles in fancies. 

Woollens .—Although the qualities of Indian mills whioh appear to be similar, if not 
identical to Manchester stuff, have been introduced into this market, they are reported 
to be not durable and wanting in shade and finish for whioh Manchester stuffs are 
preferred and I do not think that the protective tariff will be of any use. 
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Schedule 



\ Rate of Duty 

Articles 

: Present 

Proposed 
on invoice value 

Dhoaties, viz., finished, mull, jacoonet, 
white yarn, shirtings, and 
fine mull 

Shirtings (grey and finished) 

Jacconets (grey and finished) 

Green end mulls 

per } inch squire 

22 threads or less ., 

i 

I 

1 

1 

11 per oent. 

Same on invoice value. 

22} and up to 36} threads .. 

11 per oent. 

15 per cent, on invoice 

Except mull, white yarn and fine mall 
dhooties 

11 per oent. 

value. 

Same on invoice value. 

Except chudden, duckrees and 
tiokrees .. 

. 

11 per cent. 

Do. 

More than 37 threads 

11 per oent. 

Do. 
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Witness No. 100 

THE HOSIERY MANUFACTURERS ASSOCIATION OF BENGAL 

Written Statement dated Calcutta, the 1st November, 1926 

The peculiar feature of the hosiery industry in Bengal is that the entire capital and 
the whole of the labour staff are Indian. The supervision and management are also 
self-contained and it does not employ any foreign labour. Cotton, the necessary raw 
material, is abundant in this country. India supplies her own needs and exports cotton 
to other countries. There is a market handy in Bengal to consume the artioles manu¬ 
factured. There is in Bengal a vast field for the hosiery industry to grow and develop. 
In tho year 1919-20 Japan exported to India about 184 lakhs of rupees worth of hosiery 
goods, and in one department of it, viz., in the cotton line. Besides Japan, the United 
Kingdom, Germany, the United States, Straits Settlement, Switzerland, Italy and China 
also export hosiery to India. 

It is a recognised principle in every civilized country that any artiole consumed in 
it should be produced in the country itself, even if it does not export anything at all. 
Even the Government of India rocognised it during the last war. Tndia must be self 
oontained. 

The Bengal hosiery has no competition with English imported hosiery. They work 
in different ohannels altogether. It is a nascent industry, which, if protected for a 
definite period, will be in a position to hold its own against foreign competition. 

As it is, the present annual out-put of the Bengal hosieries alone is about 30 lakhB 
of rupees, as against Japanese imports into Calcutta of under-wear and other sorts 
of about 22 lakhs of rupees in tho year 1921-22, which rose to about 31 lakhs in 1922-23 
and 39 lakhs in 1923-24,-and which stood at the high figure of about 54 lakhs in 1924-25. 
The corresponding figures for the whole of India during these periods being about 45 
lakhs, 64 lakhs, 75 lakhs, 86 lakhs and 111 lakhs of rupees. If the Japanese unfair 
competition is taken away, the production of the Bengal hosieries would be increased 
to four times the present value even with machinery that is now working in the industry 
without any further addition. But in protection the industry will receive a stimulus 
which it never did before. 

There is enterprise at the back of this indigenous industry. It is being built up against 
a hard strugglo due to internal difficulties and unfair external competition. The vital 
necessities for the growth of this industry are present. Japan offers an unfair com¬ 
petition against tho industry in several ways. 

The bounty fed Japanese imports stand in the way of a healthy growth of the Industry 
to a large extent. The Japanese manufacturers are protected in their own country 
by a high tariff wall and as such she has absolutely nothing to be afraid of there in 
the shape of foreign competition. Japan did not ratify the international labour con¬ 
ventions rostricing the hours of labour, while India has done so. This affects tho Bengal 
hosiery industry adversely. If Japan chooses to disregard the recommendations of 
international labour conventions, this nascent struggling, indigenous industry ought 
to be protected against the unfair competition thus set up by Japan, armed, as she is, 
with her well organised bounty fed industry. 

Another aspect of the unfair Japanese competition is that it exports cheap and useless 
articles, which would not sell in any other country. Japan takes advantage of India’s 
poverty and illiteracy. The average Indian purchaser cannot discriminate between the 
full value offered by a produot of the Bengal hosieries and is duped into purchasing 
a worthless artiole offered at a cheap rate by Japan. In point of quality and durability, 
the Bengal hosiery is superior to the Japanese stuff. But there is often an easy market 
for a cheap article here, and having taken up a lot of this stuff, the purchasing power 
of the local market is unduly diminished so far as our goods are concerned. This 
state of things is a national waste. It may be effectively stopped by protecting the 
industry of the land against Buoh foreign exploitation. The question of revenue is not 
the only criterion and the revenue itself on 111 lakhs of imports is small. Of late Japan 
has introduced a far more serious attempt at ruining this industry completely, by taking 
an unfair advantage of certain loop holes left in the Indian Merchandise Marks Act of 
1889. This act, while it enforces that every pieco of textile article manufactured within 
India should be marked in a particular fashion and provides penalties for transgressions! 
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against the provisions of the Act, does not provide for such articles imported into India 
from outside, when they are unmarked. Japan took advantage of it, and is exporting 
unmarked goods without the country of origin marked on them. She has also slavishly 
imitated some of the well known trade marks and also other peculiarities of size, Bhape, 
boxes, eto., of the standard products of Bengal hosiery which have a big market. She 
is sending out large quantities of these artioles, some in an unmarked state, others bearing 
colourable imitation trade marks. This unmarked hosiery affords opportunities to 
certain unscrupulous local dealers to mark them with colourable imitation marks, to 
the great detriment of the Bengal hosieries. These articles are passed off in the looal 
market as products of Bengal hosiery. The ignorant purchaser is led to purchase this 
stuff as indigenous articles. This affects the indigenous industry in a number of ways. 
The spurious artioles are sold at dumping prices and in increasing quantities. The 
purchaser purchases it as, a Swadeshi article, as he i annot find out the country of origin, 
which is not marked. The local dealer gets a bigger return on it and he would not sell 
the genuine one. The genuine manufactures are difficult to sell, and large stocks have 
accumulated, necessitating a forced curtailment of production and consequent unem¬ 
ployment of labour; 

At the last sessions of the Indian Legislative Assembly, Mr. K. C. Neogy, M.L.A., 
introduced a Bill, mainly adopted from the recommendations of a departmental committee 
of the British Government regarding legislative action in the United Kingdom in the 
interests of certain Empire goods. The Bill provided that the local origin should be 
indicated on the Japanese imported hosiery and other textile articles, so as to prevent 
fraud and unfair competition to the struggling Indian industries. Unfortunately the 
Bill could notbe taken up as there was no non.official day for it and the Bill automatically 
.fell through. The introduction of the Bill had unnerved the local importers. But with 
the lapse of the Bill Japan has started exporting this class of goods with redoubled 
energy to an extent unknown before, and it has seriously affected the sale of Bengal 
hosiery. Large stocks have just now accumulated which have seriously handicapped 
the industry to an extent not known at any other period of time. Among many other 
disadvantages, this undue accumulation of stocks at this juncture, is just now threatening 
a fall in prioes of the Bengal hosiery below the cost price, which would ruin the industry. 
Unless the industry is protected at this crisis, it may be too late, and those that are 
struggling for a bare existence will bo compelled to close down like so many others that 
have already done so. 

The hosiery industry was taken up largely in Bengal, whioh is an important market 
for theso articles. The first hosiery factory that came into being was, the Oriental 
Hosiery, Ltd., Kidderpore, Calcutta, with a capital of two lakhs of rupees. It had swell 
equipped plant and experts were brought out from England to train local labour. This 
conoern came to grief. The following table shows some of the oonceras that have since 
stopped work:— 

1. The Oriental Hosiery, Ltd. 

2. The Bengal Hosiery, Ltd. 

3. Nawah and Singh. 

4. The Economic Hosiery Mills, Ltd. 

6. The United Bengal Hosiery. 

6. The Capital Hosiery. 

7. The Calcutta Hosiery Mfg. Co. 

8. The Globe Hosiery. 

9. The National Revival Hosiery. 

10. The Pioneer Hosiery. 

11. The Marwari Hosiery. 

12. The Gangnapore Hosiery. 

13. The Gupta Hosiery. 

14. Mittra Brothers (Barisal). 

15. Mittra Brotheers (Baliaghata). 

16. The Kamala Hosiery. 

17. The Aryavarta Hosiery. 

18. J. N. Ghoses Hosiery. 

19. The Saraswati Hosiery. 

20. L. Benerjee’s Hosiery. 

21. S. N. Kumar. 

22. The Chandernagar Hosiery. 

23. The Gouribari Hosiery. 

24. B. Barooah. 

25. The Sibpore Hosiery. 

26. The Kamala Hosiery (Rongporej. 
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27. S. C. Chakarbarti (Sirajganj). 

28. The Chowdhuri Hosiery (Cooch-Behar). 

29. Mahendra Chakravarti (Bhola, Barisal). 

30. Kanailal Daga, s 

31. Tho Indian Hosiery Co. 

32. The Asiatic Knitting Co. 

33. M. C. Dutta. 

34. Tobarak Ali (Howrah). 

35. Aahutosh Banerjee (Nadia). 

36. Jaipaiguri Hosiery. 

37. Sarkar Brothers (Dacca). 

38. Das Brothers (Dacca). 

39. ,Tnan Chandra Saha (Dacca). 

40. Bvsaok Brothers (Daoca). 

41. The Gurpar Swadeshi Cloth and Hosiery Co. 

42. Netai Hosiery. 

43. The Konnagore Hosiery. 

44. The New Indian Hosiery. 

45. R. Banerjee. 

46. The Rama Hosiery. 

47. Banerjee Brothers. 

48. The Brothers and Sisters Hosiery. 

49. The Nimta Hosiery. 

50. The Panihati Hosiery. 

51. The Kar Hosiery (Midnaporc). 

52. The Assam Valley Trading Co. (Tezpore). 

53. The Cuttack Hosiery. 

54. The Baukipore Hosiery. 

55. The Madras Hosiery. 

56. The Benares Mohila Hosiery. 

The list is not complete. It shows that efforts were not wanting to bring into being a 
new industry in this country. Some of these factories did excellent service during the 
war and supplied hosiery for troops in the field. Since the termination of the war, how- 
evor, although hosiery is still required for the troops, they were deprived of Government 
patronage. Quite a number of these conoerna were forced to close down as a result of a 
very keen and unfair Japanese competition. ■* 

The industry comprises well equiped hosiery faotories and also hand machines. About 
1,000 hand machinos aro lying idle throughout Bengal. If the hosiery industry is 
sufficiently protected many of these might resume work again. The above list represents 
a system of plants capable of turning out about 600 dozens undershirtB and hose pot day. 

Those factories which have not succumbed yet, employ about 700 machines. They 
comprise chiefly English, French, German, American and Japanese machines. The 
types of machines used in the industry are (1) plain tubular fabric machines, (2) flat 
bed knitting machines, (3) loop wheel machines, American, German and French, (4) 
automatic hose knitting machines and (5) oiroular and flat bed hand knitting machines. 

One section of the Bengal hosieries is purely a cottage industry, employing hand 
machines. They turn out socks and hoses, made up of cotton, wool, cotton and wool, 
artificial silk, worsted. The cotton they use is purely Indian, while wool, artificial 
silk and worsted are imported. It is difficult to find out their actual output. Their 
output is sold from Rs. 3 to Rs, 6 per dozen. Their competition is with Hongkong, 
Japan and China. They pay an import duty of 15 per cent.on wool and artificial silk which 
they use as raw materials. This section of the industry will be greatly relieved if wool, 
artificial silk, needles, machines and machine parts aro allowed duty free into India. 

The faotories using power principally turn out ootton and artificial silk undershirts. 
Here the Japanese competition is the keenest. During the war, they made profits and 
increased their plant. Except one or two, the general position of these factories is that 
the profit thoy make in some season of the year is swallowed up during the slack seasons. 
Just at present there is a heavy stock accumulated, and there is no chance of clearing it 
unless they are sold at a loss. The bumper crop of America, the 1-6J. exchange and 
consequent lowering of imported yam prices, have brought a singular depression to 
the industry. Ail this is accentuated by cheap Japanese imports oapturing the market 
and turning away the indigenous artioles from their own land. The result is that some 
concerns cannot make any profits out of their transactions others have actually run into 
debt j while their competitor Japan is safe in her own country being protected by import 
duties of over 100 per cent; and in some instances of about 600 per cent, and 700 per cent. 
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In the history of tho tariff even of India a special exemption has always been made when 
a duty was thought likely to impede the development of that industry or in the interests 
of other industries or of the country as a whole. Thus the tariff as imposed in 1894 and 
whioh remained unaltered till the close of the war, consisted of a low uniform rate of 
duty imposed on nearly all imports. Special exemptions were however made in the 
oase of raw materials, machinery, iron and steel. On the other hand liquors and tobacoo 
were singled out as capable of yielding good revenue at comparatively high rates of 
taxation without any injury to the country. Exemptions have also been made in the 
oase of rubber, ootton ropes, etc., which would otherwise have yielded a revenue of 16 
per cent. Similarly in the oase of ootton yarn exemptions were made in the year 1890, 
which was admitted free of duty into this country until recently in the year 1922, when 
the need for more revenue was felt and the Government of India raised the general rate 
of duty to the high figure of 15 per cent, and the cotton yarn whiob had been duty free 
was taxed at the low rate of 5 per cent. The character of the present tariff will make 
this abundantly clear. There is a free list maintained even today. An important class 
is taxed only at 2} per cent., a second at 10 per cent, and a third at 30 per cent, while 
suoh largely oonsumed commodities such as cotton piece-goods, ootton yarns, sugar, 
petroleum and matches, in addition to liquor and to.bacco are taxed at special rates. 
Obviously, therefore, considerations other than those of revenue only cannot have failed 
to influence the framing of a tariff of such high duty and with a great variety of rates 
with special rates and tree lists. 

So far as protection is concerned the Government of India has since the year 1919 made 
big departures. The export duty, which hitherto had been levied solely for the sake of 
revenue was frankly put forward in the case of raw hides and skins sb a measure of 
protection for the Indian tanning industry. The result has been obvious. This indigenous 
leather goods industry has thrived exceedingly well. The Indian markets are now flooded 
with shoes, bags, oases and other articles manufactured in India where imported articles 
used to reign supreme. 

Another novel principle then introduced was to provide fora rebate of two-thirds on the 
duty of hides and skins exported to the Empire and tanned there. The Tata Iron and 
Steel Co. has since been protected, and tho building of railway waggons in India has 
been encouraged with a big rebate. The Indian match industry has been protected by 
a tariff wall of about 200 per cent, of the value of the articles. 

The Indian Fiscal Commission, in discarding a general system of Imperial preference, 
recommended that no preference be given whioh would in any way diminish the protection 
required by Indian industries. In another recommendation the commission haB provided 
that the industries for the development of whioh conditions in India are not unfavourable, 
be adequately protected, if necessary. They recommended a policy of discriminating 
protection to the Indian industries. 

These recommendations proceeded from the preliminary conclusions arrived at by the 
Fiscal Commission, that the industrial development of India has not been commensurate 
with the size of the country, its population and its natural resources and a considerable 
development of Indian industries would be very muoh to the advantage of the oountiy 

as a whole. 

The protection afforded to a “ key ” industry may hamper and probably kill various 
other industries dependent on them. Inspite of serious objections, the Tatas were 
afforded protection. 

In the oase of Bengal hosiery, however, there is no objection and no risks will be 
enoountered on that head as this industry turns out articles at the last stage. 

As in the case of the weaving industry of Bombay and other places, where imported 
yam is used to some extent, there is a section of the Bengal hosiery where such yam is 
used. In this department the industry is handicapped as it has to pay an import duty 
of 5 per cent, on tho yam it uses. , 

This industry though nasoent is yet saddled with the following among other taxes 
excluding license and other dues : — 

(а) Duty on machinery. 

(б) Duty on needles. 

(c) Duty on spare parts. 

(d) Duty on lubricants and other auxiliaries. 

(e) Duty on raw materials (in some cases). 

(/) Income tax. 

Consistently with the principle followed in other industrial conntries, the Indian Fiscal 
Commission recommended that the raw materials used in Indian industries should be 

mo y 422—36 . 
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admitted free of duty. This applies with greater foreo to Hie present ease where tho 
industry is an infant one. 

As a result of several representations and deputations, the Government of India 
proposed certain concessions in the shape of relief towards the duties on needles and certain 
other things, which are among the raw materials used in this industry, in the Budget 
presented to the Indian Legislative Assembly two years back, but unfortunately the whole 
Finance Bill was thrown out by the Assembly and this industry never got the relief so 
offered. 

Now that the matter has come up before the Tariff Board the following may bo 
recommended to be allowed duty free in aid of this industry :— 

(1) Hosiery needles. 

(2) Hosiery machines. 

(3) Machine parts. 

Of the more important items, if the Tariff Board recommends the imposition of an 
additional duty on imported yarn, it may in the interests of this nascent industry suggest 
“ that the hosiery yarn ” which is imported solely for the purposes on this industry, and 
the total quantity of the import of which is very small, may be allowed duty free into 
India. All imported yarn was duty free from 1890 till 1922. This will not interfere in 
any way with the requisitions made by the weaving or any other industry in India for 
increasing the d ufy on imported yarn, as “ hosiory yarn ” is quite distinct and separate 
from the ordinary weaving yarn. Further the very small loss in revenue over “ hosiery 
yarn ” will be more than counterbalanced by the proposed additional imposition of duty 
on ordinary imported yarn. “ Hosiery yarn ” forms a distinct and separato class by 
itself and oannot be confounded with any other yarn. Even if there is no additional 
duty imposed on imported yarn, a recommendation by the Board to exempt imported 
yarn for hosiery purposes will greatly help this industry. 

The most important change in tariff in favour of this industry would be the imposition 
of a tariff wall sufficiently high consisting of an import duty on Japanese cotton hosiery 
imported into India. If this is granted for a definite period of years, it is believed the 
Bengal hosiery will be ablo to stand its own against Japanese competition in futuro. 

Oh behalf of the industry it is further prayed that the Tariff Board might recommend 
the Government of India to take early steps to amend the Indian Merchandise Marks 
Act, 1889, in some suitable way aB the Bill on the same subject introduced during the last 
Sessions of the Indian Legislative Assembly by Mr. K. C. Neogy, M.L.A. This will stop 
the unmarked Japanese goods finding their way into the Indian market by the back 
door. A Trade Mark Registration Act lor India will also be very much appreciated by 
the trade. 

The Tariff Board might recommend another change in the tariff which will at once 
put a stop to the Japanese competition not only against the Indian hosiery industry 
alone, but will profit the Indian weaving industry as well. Japan is the principal customer 
of ootton exported out of India. If a duty sufficiently high is put upon cotton exported 
out of India, a protection will bo afforded to the whole of the weaving and hosiery 
industries of India. The Indian cotton industries will thus be protected, the Government 
of India would derive a considerable revenue, and the new proposed additional duty op 
imported yarn (principally English) will not be necessary. 
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Witness No. 101 

THE NEW INDUSTRIES, LTD., CALCUTTA 

Written Statement dated Utk November 1926 
History 

In the year 1922 this company was floated with the main object of assembling and 
starting some small and new industries, to compete with foreign imports of these artioles 
and to try to stop the import of such articles by supplying the full demand of the market. 
With that objeot in view the factories of cotton braid and sewing needles of Messrs. Singb, 
Sarkar & Co., Calcutta, situated at No. 198, Grand Trunk Road, Howrah, were acquired 
at a nominal price, compared to the prices of machinery, etc., then prevailing, which were 
very high. The vendors sacrificed a good deal to encourage the growth of such 
concerns for the benefit of the country and the people. Another object of the vendors 
was to enlarge the production so as to cope with the demand of the market. No promotion 
money was paid or oharged. 

Japanese and European Experience op Managing Agents 

It was further arranged that Sardar Bishun Singh, who then had about four years’ 
experience in these factories in Japan during his stay there and Babu Jugal Kishore who 
also had experience in connection with several small industries during his stay in Europe, 
would aot as Managing Agents, and the company got the benefit of the varied experience 
of these two gentlemen gathered both here and abroad. Another director of the company. 
Sirdar Nihal Singh of Messrs. Singh, Sarkar & Co., Hamburg and Calcutta, was then and 
still is in Germany and proved a great asset to it in purchasing suitable machinery there, 
at a low price, required for extensions. Both the partners of the Managing Agents had 
carefully studied the inner workings of most of the lines intended to be taken up by the 
company in India and are competent to safeguard against unnecessary expenditure, risks 
trials and difficulties often met with by people who start a new concern. 

Well Equipped Factory 

The factory started work with about 600 machines brought out from Japan, as Japan 
was the only oountry that was exporting cotton braids into Calcutta. Except a small 
quantity exported by Germany, Japan still is the only oountry that sends cotton braids 
here. The factory is situated at a central position not far from Calcutta and is fully 
equipped with up to date machines, with electrio and gBB fittings. It is self-contained 
and the dyeing section handles all the output. The number of machines now working 
in the factory has risen to about 900. Another batch of 800 machines have been 
Imported from Germany and will soon be worked, if oircumstanoes are favourable 
ana the keen Japanese competition is provided againBt. 


Output 


The following table gives the production of the factory for the last three years:— 


1923 (including portion of 1922) .. .. 43,991 bundles. 

1924 .. . .. 39,652 

1925 .. .. .. .. 44,505 


The amounts realised by the sales were :— 

■ 1923 (including portion of 1922) 

1924 

1925 

The average rates realised on the sales were :— 


1923 

1924 

1925 


Rs. 

a. 

P- 

80,072 

5 

0 

80,902 

15 

9 

86,138 

9 

0 

Rs. a. 

P- 

1 

13 

6 per bundle. 

2 

0 

o 

1 

14 

6 
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It is not possible to get the actual figures for Japanese imports. But it is believed that 
it is about 2J to 3 lacs of bundles per annum. The quality of our articles is the same as 
that of the Japanese imports. But the prices realised by Japan are about 0-2-0 higher 
per bundle than pur goods. One of the reasons is that while each of our and the 
Japanese bundles weigh 1 lb. the numbor of yards in the Japanese bundles is 72 yards 
while in our case it is 70 yards in the tb. Our articles cannot be sold at higher values 
and while the importer has to purchase the Japanese articles outright, we are forced to 
give a month’s credit to the buyer to induce him to buy our products, and thus we are 
placed at a disadvantage. It is a nascent industry, and has to suffer these and other 
serious disadvantages. 


Working at a loss 

The result is that although we made a profit of Rs. 1,188-11-6 in the year 1923, we 
had to undergo losses in 1924 to the extent of Rs. 10,377-4-6 and losses in 1925 
of Rs. 11,747-16-6. The total extent of loss during these two years coming up to 
Rs. 22,125-3-11 due to Japanese competition. We cannot fix a price for our articles 
independently of Japan. Our prices are controlled by Japanese prices. The company 
has run into a serious position and every day that the factory is run there is an additional 
loss and an additional interest acoruing on the losses. Unless the industry is protected 
for a definite period, the faotory will sbon be compelled to close down altogether. 

Excise Duty, a Further Burden 

Instead of reoeiving any protection, and although the company was running at a loss, 
we had to pay Rs. 2,146-7-0 in the year 1925 as Exoise Duty,which we could not shift 
on to the oonsumer, and which served merely to further handicap the nascent industry. 
In the face of this keen Japanese competition the industry is badly in need of protection. 

Longer Hours in japan 

Japan has not ratified the recommendations of tho International Labour Conventions 
regarding the restricted hours of labour, while India has done so. This has handicapped 
the nasoent industry, which needs protection against this unfair competition set up by 
Japan, Besides this the well equipped Japanese industry gets banking facilities, thus 
requiring a lesser working capital and proportionate diminution of cost of production. 
Just at present she has a beneficial exchange to help her exports, and to that extent 
prejudicial to the development of this industry. The Japanese industry is protected 
in its own country and had a good Btart over us. This well organised industry is i?bw 
killing this infant, unprotected Industry, and aB soon as it succeeds, it has no strong rival 
in the field. 

Ko English Competition 

England docs not export anything in this line, nor any other country. The labour in 
Japan is better educated and trained, being longer in the field. Every industry requires 
some time to train up labour properly, and to that end it requires protection for a time. 
We had instead to face a keen competition from the very birth of the industry, whioh 
stunted the growth and threatens it with complete annihilation. 

If, however, tho industry is protected there will be opportunity of giving full work to 
the machinery. The production will then be about 5 times the present output. 

Allibd Industries will grow up 

The cost of production will be lowered, and the forced curtailment of work will be done 
away with, thus tending to further lower the cost of production. The company is also 
in possession of machines for producing crochet cotton, shoe luces, gramophone needles, 
typo-writer ribbons, tape and mercerised ootton. If the braid industry is protected, 
these new lines will bo started and several new industries will come into being in India. 
The industry is purely indigenous and tho raw material necessary is Indian mill made 
cotton yarn. The market is handy in Calcutta. There is thus a good field for the 
industry to develop. 

100 per cent. Protective Duty 

The industry will be safeguarded if 100 per cent, protective duty is imposed on 
Japanese imports for a period of at least ten years. The consumer in India will not be 
unduly taxed. The Japanese prices were over Rs. 3 to about Rs. 4 per bundle in the 
year 1922, and now they have brought it down to Rs. 1-8 per bundle temporarily to kill 
this industry. If they suooeed, they will at once raise the prices. It is thus clear 
that an imposition ol 100 per oent. import duty is no burden on the consumer. 
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700 per cent. Protective Duty in Japan 
In Japan high protective tariff walls of even 500 per cent., 600 per cent, and 700 per oent. 
are not unknown. While raw tobacco la duty-free, cigar, cigarettes and cut tobacco 
go under an ad valorem duty of 355 per cent. Raw materials as a class are duty free, while 
the indigenous industries are highly protected. The result is obvious. Japan not only 
supplies her own needs, but is capturing the Indian market successfully against all 
competition. She is thriving at the expense of the Indian industries which are going 
down every day. 


Protective Customs Tariff Laws 

Over and above these protective duties Japan is armed with tariff laws which enable 
her to realise duties in addition to the above, in cases of foreign bounty fed artioleB 
coming into Japan. She is further protected by laws enabling her to impose further 
duties in cases where any Japanese industry is threatened. There are laws enabling her 
to exempt or refund the import duties on materials to be used for manufacturing of 
export articles. In India we are helpless. 

Indian Protections 

Our only remedy is now in protection. The match industry has been-protected with 
about 200 per cent. duty. The leather industry has been protected. The Tatas and 
certain auxiliary industries have been protected. The waggon building industry has been 
protected. This nascent industry is badly in need of protection and the Board may be 
pleased to recommend the protection prayed for on behalf of this infant, struggling- 
indigenous industry. 
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Witness No/102 

THE DELHI CLOTH AND GENERAL MILLS Co., LTD., AND DELHI FACTORY 
OWNERS’ FEDERATION 

Written Statement dated Delhi the 16th August 1926 
Section I 
General 

1. The present depression in the Cotton Textile Industry is not confined to Bombay 
only; it extends to the up-country centres as well. Under uniform conditions it effects 
all mills in the same centre alike. 

2. The world factors have very little to do with this depression. It is mainly due 
to factors special to India amongst which are the appreciation of the rupee and the 
depreciation of foreign exchanges. 

3. The causes other than the appreciation of the rupee are of a temporary character 

4. Most of the mills are already feeding on their own fat. 

6. Yes. 

6. The fall in the price of the raw material is always benoficial to tho manufacturer. 

7. To no appreciable extent. 

8. The fall in the price of the cloth cannot correspond to the fall in the price of 
other commodities as the price of cotton is comparatively high now. 

9. There is an undoubted fall in the purchasing power of the ryot which at present 
is about 12| per cent. 

10. Gold and silver are purchased by tho consumers of country cloth only when they 
can spare money from the necessities of life like foodstuffs and cloth. 

11. So far as our experience goes the present depression is not due to lack of organisa¬ 
tion among the millowners. 

12. To a very largo extent : 

(a) A Mill ip Bhiwani has recently ohanged hands. 

(b) A Mill in Hathraa has been closed down. 

(c) A Mill in Bhiwani has not been able to start work. 

Section II 

Nature and extent of competition betweenimported goods and those of Indian manufacture 

We have no very intimate knowledge with regard to section 2 and therefore propose 
to deal with it in general term9. There is a great danger of competition from Japan 
and other countries increasing in the near future as these countries have the advantages 
of skilled and permanent labour; reduced cost of production due to reductions in taxation; 
appreciation of the rupee, credit and other facilities for export, etc. The Japanese are 
competing very successfully in course cloth and in yarn above 20s. But there is com¬ 
petition in finor goods too. The stabilising of the rupee atl /6 will reduce tho purchasing 
power of practically the sole purchaser of Indian mill mado goods, i.e., the former by 
about 12J. It will decrease the cost of the imported goods by 12i per cent, and thereby 
attract that part of the customers to foreign goods who are neither wedded to foreign 
oloth nor to country goods but buy whichever cloth is cheaper. The Bombay millowners 
trade in yarn with China has dwindled very much recently. With the loss of the Chinese 
market the Bombay millowners began to extend their weaving sheds to consume their 
surplus yam. They began to weave the courser oloth similar to that manufactured by 
mills on this side and flooded the up-country markets with it. This has had a disastrous 
effect on both the np-country mills and the handloom industry in particular. As a 
result of it the former has got a very severe competition to face and the latter is dying 
a lingering death unheard of and unwept. 

Section III 
Internal Competition 

36, The mills in Bombay have a number of advantages over the up-country mills. 
They are chiefly due to the localization of industry there. Some of these are— 

(o) They have neither to stock nor to pay heavy railway freights or looal charges 
which mills in up-country have to bear and thus save a lot on their stores and 
machinery. 
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(6) The labour in Bombay is much more skilled, efficient and less migratory than 
the up-country labour. 

(c) They have extensive borrowing facilities and at lower rates of interest than 

the up-country mills. 

( d ) They can always get expert technical advioe on the spot at very little expense 

(e) The climate of Bombay being humid is more suitable to the weaving industry. 

On this side we have extreme? of hot and cold dry and wet weather and have to. 
spend a lot to combat with these difficulties. 

(/) Railway freights on cotton from all over the country for Bombay are the lowest 
possible. This has made Bombay the biggest cotton market in the country, 
where huge stooks of all varieties of cotton are always available. Unlike the 
up-country mills the Bombay mills need not therefore purchase cotton for a 
whole year’s requirement within two or three months, and thereby they save 
a lot in interest, insurance, etc. 

(g) Bombay being a seaport has more markets open to it. It can ship goods to 
big consuming centres in India like Calcutta at low charges by steamers. 

38. There is some competition between the handloom industry and mill industry 
and the power loom is steadily ousting the handloom. 

Section IV 
Mill management 

40 Yes. 

41. The managing agency system is very useful. If it is discontinued it will greatly 
retard the promotion of joint stock companies in India. The remuneration of the 
agents should however be based on a percentage out of the profits only with a fixed 
minimum and the actual office allowance. 

44. The Association of managing agents of a cotton mill with business other than 
cotton mills and allied business is not detrimental to the interests of the industry. 

Section V 
Mill finance 

46. There are a few cases of over capitalisation on this side of the country and these 
over capitalised mills are of course not doing well. Depression cannot he attributed to 
under capitalisation. 

46. To a negligible extent. 

47. Thero was no unduly liboral distribution of dividends during the boom period 
on this side of the country. 

48. None. 

49. In up-country mills the system of obtaining loans on short terms exists to a very 
small extent. It is most unsound. 

60. We consider it a good policy to invest the funds of the industry in sound allied 
manufacturing concerns. 

61. It was not easy to get money in prewar days. It is even more difficult now. 
On account of the lack of money the mills have sometimes to soli their cloth cheap and 
sometimes to desist from purchasing suitable cotton when obtainable. 

62. The average rate of interest of 8 per cent, mentioned by the Bombay Millowners’ 
Association is very near the mark. 


Section VI 
Costs of Production 
(a) General 

53. The representative textile cotton mills in India should consist of 20,000 spindles 
and 400 to 500 looms. But the bigger the mills the lower the cost of production and a 
mill of about 40,000 spindles and 1,000 looms should he more economical. The 
approximate capital required to establish a representative mill in an up-country 
centre at present is about Rs. 25,00,000. In prewar days the cost of such a mill 
would have been about 40 per cent, less than the present figure. 



64. Yg8. They are fairly well laid over. 

55. To a very great extent. 

5G. See Appendix No. I. 

67. Please refer to our answers to Sootion No. II. In addition the foreign manufacturer 
has the advantage of— 

(1) Cheap stores. (2) Cheap money. (3) Cheap power. (4) Efficient labour 
(5) and lower oapital cost. 

59. By providing humidifiers the production oafl be increased by about 10 per cent. 
and tbo cost is thereby somewhat reduced. 


(6) Raw Material 

60. From Bombay cotton is purchased through cotton commission agents on the 
basis of representative cotton samples, which are sent by these agents to their up-countr 
customers. 

From cotton districts the mills sometimes purchase (a) seed cotton and get it ginned 
and pressed on their own account, (6) ready ginned cotton from dealers, (c) pressed 
bales through commission agents in those districts. In such eases usually the mills send 
their own representative there for selection. 

61. Very negligible. Tho evil does not prevail on this side of the country. 

62. To our knowledge tho mills in up-country centres do not pay for their cotton 
prices higher than those paid by the exporter, unless it be for want of funds, or of 
proper advice and information which is placed at the disposal of the foreigner by his 
Government. 

63. Very little. 

(c) Labour 

64. We agree with the view of the Bombay millowners. We are affected to the same 
extont as the Bombay mills in this matter. 

65. No. 

66. The New Factory Act of 1922 has reduced the spinning and weaving production 
by about 12 per cent, and 15 per cent., respectively. For figuros see Appendix 
No. IL 


67. (a) The number of spindles in ono mill in warp rings is 352. Tho number of 
spindles in weft rings is 420. The lift of the spindles is 6 inches. 

A competent spinner can mind about 200 spindles. 

(b) A competent weaver can look after 2 looms. 

(c) There are about 22 men per 1,000 spindles in spinning. This figuro has been 
arrived at aB under:— 

Blow room 27 ; Card room 28 ; Frame Department 122 ; Ring Department 146; 
Mule Department 56 ; Reeling Department 38; Baling Department 10—Total 427 

for 20,000 spindles. 

The avorage count spun is 14s. 

(d) There are about 98 men per 100 looms working on grey goods. This figure has 
been arrivod, as under:— 

Winding Department 82 ; Pirn Winding Department 42 ; Warping Department 25 ; 
Sizing Department 35; Drawing Department 32; Loom Department 624— 
Total 740 
for 758 looms. 

Wo do not weave coloured goods. 
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68. A comparative statement showing the wages paid in the spinning and weaving 
departments in 1914 and 1925 is given below 

Sjnnning Department 

Frame Mule Reeling 

Blow room Card room Department. Department t, , Department 

Per bank 1,000 1b. Do P artment ] 00 lb. 
Paid in 1914 Rs. 9 Rs. 12 Pies 12 20s average Rs. 8 As. 7 

Rs. 2 

In 1925 Rs. 18 Rs. 20 Pies 26 Rs. 3-1-0 Rs. 20 As. 11 

Weaving 

Winding Warping Sizing Drawing Weaving 

Department Department Depaitment Department Department 

In 1914 Rs. 7 Rs. 14 Rs. 20 A. 1 per 1,000 eyes Pies 7 per lb. 

In 1925 Re. 24 Rs. 50 Rs. 45 As. 2 ,, ,, Pies 9 „ 

69. The average weaver’s wage per lb. of standard grey cloth is 9 pies. 

The average spinner’s wage is *6 pies per lb. of 20s yarn spun. 

70. To a very great extent. The Bombay millworker is, we think, about 30 per cent, 
more efficient than the up-country operative. 

71. The percentage of absenteeism in up-country mill is about 10 per cent. We 
have practically no female labour except for a few reelers. 

72. About 20 per cent. 

73. The rate of labour turn over in up-country mills is about 20 por cent. 

74. In Bombay the labour is not migratory. In up-country mills it is migratory and 
seasonal. A bonus and provident funds do help to secure the continuity of labour to 
a certain extent. But the provident fund lias its disadvantages as well. As soon as 
the worker is entitled to the employers contribution in full he leaves the services to 
get hold of the money. 

76. We provide houses for about 40 per cent, of our labourers. We get about 3jt 
per cent, return on our outlay in this direction. Better housing arrangements will certainly 
improve the efficiency of labour. 

76. (o) There are practically no facilities for technical education for eithor the 
operatives or the supervising stall. *■ 

(6) Very little. 

(c) Better technioal education will certainly increase the efficiency of the workmen. 

78. Practically none. 

79. We do not think there is much scope. 

80. Not in the immediate future. 

81. Yes. 

82. Double shift working in up-country mills is not advisable in weaving but is possible 
in spuming. 

83. The Factory Act., by reducing the hours of work, has increased the overhead 
charges by about 20 per cent, by increasing the cost of coal insurance, interest, wages, etc. 

• 

(d) Overhead Charges 

85. The Indian mills usually insure themselves against loss by fire and in some oases 
against consequential losses us well. They also insure their liability under Workmen’s 
Compensation Act now. The insurance charges have been more than doubled since 1911 
on account of the high prices of goods. Further the rate of premium charged by the 
insurance companies for mill insurance at present is very exorbitant. In 1911 when 
there was no restriction of hours of work and when in some cases the mills used to work 
16 hours a day, the insurance companies used to charge premiums at a certain rate. 
After the enactment of the new Factory Act the mills ran only 10 hours a day and the 
risk of the insurance companies has ipso facto been reduced to a very great extent. But 
the insurance companies have not reduced their rate of premium. It is the same now 
as it used to be in 1911. 
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86. Depreciation on machinery should be allowed at 71 per eont. for every 10 hours 
working and should be increased by 60 per cent, for doublo shift. The depreciation 
should not be reckoned on the book value of the plant but should be allowed upon the 
valuation of the plant at that time. Depreciation on building shonld be allowed at 6 
per cent. The amount of depreciation should be credited under a separate head and 
should be utilised for renewals and replacements of machinery and building from time to 
time. 

The depreciation should bo reckoned as a charge on the oost of production. 

87. The stocks are valued below market value or at oost prioe generally at whichever 
is lower. The auditor is content with the certificate of the managing agents in this 
respect. 

88. Annual.. 

(e) Sales 

89. There are usually two systems of sale of goods. According to one the manu¬ 
facturer sells his goods to a wholesale merchant on forward or ready delivery and leaves 
him to make or lose money as the market fluctuates. The forward purchaser however 
finds a hundred and one faults in the falling market and in most cases defers and avoids 
delivery of goods. The second system is by the sale of goods on the manufacturers 
account. The latter system is certainly better. The goods arc sold to petty dealers or 
consumers direotly ana one of the middle man’s profits is eliminated. The manufacturer 
makes profit in a rising market but stands to lose in a falling one. 

90. No. It is a very good system provided tile risk could be covered. 

91. An additional 10 per cent, is added on to the price of the goods ex-mill for cartage. 
Railway freight, Octroi, Middleman’s profits, etc., before they reach the consumer. These 
ch rges constituted about the same percentage of the prioe of goods in 1913 hut their 
incidence is certainly greater at present. Wo think these charges are about 2 per cent, 
less in caso of imported goods. 

(/) Transport 

95. Seo Appendix No 3. 

Section VII 

(a) Suggestions put forward by the Bombay Milbwners' Association 

96. Ye. About 1 pie. 

97. YeB. The super tax should be abolished. It wasan extra ordinary measure 
that was proposed by the Government of India when they were faced with heavy deficits 
in their budget. Since however the Government have been able to balance their budget 
thiB tax should not be continued any longer. If it is to remain it should be payable on 
income after allowing at least 9 per cent, return to the shareholders. 

99 and 100. See Appendix III. 

101. The Government should provide every possible facility to the Bombay Millowners 
for the export of tlwir goods. But an reduction in freight for goods to Calcutta should 
be followed by corresponding reduction in Railway freight for goods booked to Calcutta 
from upcountry. 

102. Trade Commissioner's should be appointed. 

103. The Government should arrange for cheap transport of goods and give bounties 
on all exports of yarn and piece-goods. 

104. The duty should be imposed on all piece-goods, and on all yarn of counts below 
30s. There are a large number of hand-loom weavers who weave oioth from fine yam 
and an indiscriminate duty on all yarn will effect them adversely. 

105. As a temporary measure but for at least 10 years in the first instance. 

106. It will not appreciably inoreaso the price of cloth exoept probably for just a 
time as the cut-throat policy of the Indian mills will act favourably for tho consumer. 
In this connection we may point out that there are three olasses of consumers. One 
which purchases course Indian cloth only, the other which buvs Indian or foreign cloth 
whichever is better looking and cheaper and tho third which buys all foreign fine stuff 
only. We hope that the proposed import duty will induce the second class of consumers 
to purchase Indian goods. f J he third class of consumers are in a microscopic minority 



555 


and are very rich people who can afford to pay even a little higher prioe for their require¬ 
ments, 

107. To a very great extent, 

108. Throughout India. 

109. Yes. Because such increase if at all will only be temporary, and will not effeot 
the poor classes who as a rule use Indian cloth but only the rioh classes as mentioned 
in our answer to question No. 106. 

111. No. 

112. With the increase in the demand for goods in India there is no doubt that produc¬ 
tion. here will also increase. 

113. As we have proposed a discriminating duty on yam the handloom weavers of 
fine yarn will not be affected at all. 

114. We agree with the Bombay Millowners in principal but cannot give any figures. 

116. Yes we think that an additional 2 per Cent, duty will amply cover the loss of 
depreciation. 

(b) Other suggestions 

116. We propose a 5 per cent, export duty on cotton, (a) Very little, (c) Just a little, 
(d) Not at all. In this connection we beg to point out that the income from the proposed 
import duty on cloth and yam and the export duty on cotton should not go to swell the 
Government of India’s revenue. They should on the other hand be credited under a 
separate head and used among others for the following purposes :— 

(1) for propaganda work for Indian cloth and yarn in and outside India as is done 

in the case of tea; 

(2) for giving bounties on Indian yarn and cloth exported to foreign countries ; 

(3) for subsidising Indian mills, weaving yam above 30s oount. This will induce 

the well equipped mills to take to finer spinning and weaving and thus avoid keen 

competition with the upcountry mills whioh. are weaving courser goods. 

117. None. 

118. The exchange banks simply refuse, to finance Indian managed mills on this side 
of the country ; and the Indian Banks are not in a position to lend money at cheap rate. 
The Imperial Bank of India should therefore be made to advance money to the mills at 
Bank rates and on a margin of not more than 25 per cent. 

119. Most certainly if possible. 

120. If mills in Bombay and Ahmedabad take to finer counts it will help the 
upcountry mills to an appreciable extent. 

121. If possible. On this side the mills are not equipped for specialisation. 

122. Extension in the range of production will certainly help. 

123. Yes. 

124. Yes. If it were not for the repeal of the cotton excise duty the mills would have 
been in a worse plight than at present, 

125 and 126. The railway freight on stores should be reduced. The freight on coal for 
long diatanoes has been reduced by 10 per cent, but it is still very high, and should be 
further reduced immediately. The railways should be mado to give railway sidings to 
Mills requiring such siding in the upcountry centres. Efforts should be made to 
improve the quality of cotton in and near our province. The Government or the 
municipalities should undertake to educate factory children, give medical help to 
workpeople and arrange to give ample supply of fresh drinking water free of charge. 
The railway freight on cotton should be reduced as suggested in Appendix No. III. 



Appendix IA 


A. Cost of production of one pound of grey yarn in 1925 



— 

Pies' 

Percentage of 
total cost 

1 

Cost of cotton required to manufacture lib of 
grey yam 

140-0 

83-33 

2 

Manufacturing charges 

Cost of fuel and power 

- 4-1 

2-35 

3 

Cost of water for power purposes 

.... 

.... 

4 

Cost of water for all purposes other than 
power 



6 

Cost of stores consumed 

6-5 

3-23 

6 

Repairs and upkeep of Machinery 

4-7 

2-8 

7 

Wages to operatives inclusive of bonus and 
all allowances 

8'74 

5-2 

8 

Superior supervision .. 

2-0 

1-2 

9 

Overhead charges 

Rates, taxes, licenses and fees 

0-23 

•1 

10 

Insurance 

0-66 

•6 

11 

Repairs and upkeep of buildings .. 

«... 

.... 

12 

Depreciation 

.... 

.... 

13 

Office expenses (a) at Mill, (6) at registered 
office of company .. 

Cost included 

in figure No. 8 

14 

Brokerage and commission 

.... 

16 

Schools, welfare work and dispensary 

0-10 

•06 

16 

Provident fund 

•70 

•4 

17 

Miscellaneous expenses not otherwise specified. 

1-4 

•83 


Total cost i. 

168-12 

100- 


These figures are not absolutely correct, Efforts have been made to give approximately 
Correct figures as far as possible. 
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Appendix IB 


B. Oost of production of one pound of standard grey calandered long cloth 1925 


. 

— 

Pies per 
lb. 

Percentage of 
Total 

I 

Cost of yam used for manufacturing one pound 




of cloth .. 

151'Q 

74-02 


Manufacturing charges 



2 

Cost of fuel and power 

3-8 

1-78 

3 

■Cost of water for power purposes 

.... 

.... 

4 

Cost of water for all purposes other than 

, 



power .. 

.... 

.... 

5 

Cost of stores consumed 

14-0 

6-86 

6 

Repairs and upkeep of Machinery 

40 

1-98 

7 

Wages to operatives inclusive of bonus and all 




allowances 

18-0 

886 

8 

Superior supervision 

20 

■B8 


Overhead charges 



9 

Rates, taxes, license, and fees 

8-1 

3-98 

10 

Insurance 

■5 

•25 

11 

Repairs and upkeep of buildings ., 

.... 

.... 

12 

Depreciation 

.... 

.... 

13 

Office expenses fa} at Mill (6) registered office 




of company 

.... 

.... 

14 

Brokerage and commission 

.... 

.... 

16 

Schools, welfare-work and dispensary 

•5 

■25 

16 

Provident fund 

1-2 

■60 

17 

Miscellaneous expenses not otherwise specifier. 

10 

■50 


Total cost .1 

204-0 

i 

100- 


These figures are not absolutely eorreot. Efforts have been made to give approximately 
correct figures as far as possible. 
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Appendix No. II 

A statement showing the difference in production of the spinning and weaving 
departments before and after the inauguration of the Factory 


Act in 1922 

Year 1922i Spinning Weaving 

production production 

tbs. lbs. 

Before Factory Act working 12 hours .. 6,405 9,015 

After Factory Act working 10 hours .. 4,749 7,659 

Loss in production .. 12 per cent, 15 per oent. 
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Appendix No. Ill 
Railway freights 

As in every other industrial oentre we have to import raw material, i.e., cotton and 
stores, and export yarn and piece-goods from Delhi. In Northern India there are three 
very big industrial oent es one is Cawnpore, the other is Agra and the third is Delhi. 
The Railway freights to and from Cawnpore and Agra are very low. This is not so in tho 
case of Delhi. We have to pay very heavy railway freight on our goods as will be seen 
from the following tables. Incidentally the tables show the great advantage that 
the Bombay mills have over the upcountry Mills in the matter of railway freight on 
cotton, etc. 


(1) Colton fall pressed 

Cotton in full pressed bales is imported in Delhi chiefly from Bombay, Nagpur, Broach, 
Surat, Khandwa, Ujjain, H-irda and Lyallpur. This commodity is imported in Delhi 
in very large quantities. We append below rate tables showing the amount of railway 
freight payable on cotton imported in Delhi from the above stations as also the freights 
oharged by railway people on cotton bales booked to Bombay and other plaoes. 

(a) Table showing the railway freight payable on full pressed cotton bates booked to 
liombay and other places from the different cotton centres. 


Station from 

Stat ion to 

Distance 
in miles 

Bate per 
maund 

Rato per 
mauna per 
mile. In 
pics 




Its. a. p. 


1. Bombay (Byculla) 

Ujjain 

635 

O. K. 1 9 7 

■48 

2. (Wadi Builder) and Cotton 
Depot-. 

Cawnpore. Generalg&nj .. 

839 

,,238 

•50 

8. Karachi City (via Hyder 
abad). 

Cawnpore (i*i Kucha- 
man Road). 

887 

., 2 5 10 

*46 

4. Devangere 

(Wadi Bunder) and Cotton 
Depot. 

G42 

„ 1 6 7 

*40 

5. Ujjain 

Bombay (Byculla) 

635 

. „ 19 7 

•48 

6. Karvi 

(Wndi Blinder) and Cotton 
Depot. 

864 

„ 1 15 0 

'43 

7. Bajohi 

Do. 

1,083 

„ 2 9 11 

•46 

8. Chandausi 

Do. 

1,073 

,. 2 11 9 

•40 

9. Asatpur 

Do. 

1,004 

„ 2 11 9 

•49 

10. Nagpur 

Miranpur 

615 

„ 1 6 4 

*41 

11. Sangln HUI 

Ringanghat .. 

1,108 

„ 3 1 7 

•53 

12. I.yallpur 

Do. 

1,137 

,,331 

•58 

13. Via Saharanpur and via 
versa. 

Cawnpore and via 

852 

„ 0 15 4 

■52 

14. Cawnpore 

Karachi City (via Hyder¬ 
abad). 

987 

„ 2 5 10 

*46 
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(b) Statement showing the Railway freight payable on full pressed cotton buxs 
imported in Delhi 


Station from 

Station to 

Distance 
in miles 

Rates per 
maund 

Rate per 
maund per 
mile, in 
pics 





Ks. a. 

P. 


Bomliay (Carnae Bridge) 


Delhi Sadar .. 

863 

B. R. 2 6 

g 

•57 

Nagpur 


Do. 

679 

„ 2 10 

E 

•74 

Broach .. 


Do. 

601 

,,2 3 

6 

•64 

Surat 


Do. 

696 

„ 2 5 

4 

* 64' 

Khandwa 


Do. 

601 

„ 1 16 

6 

•62 

PaleJ 


Do. 

645 

,,2 3 

E 

*64 

Uilftin .. 


Do. 

5ft i 

,,19 

4 

*66 

JTarda ., 


Do. 

541 

1 15 

1 

*70 

Broach .. 


Delhi Lahori Gate 

645 

„ 2 2 

5 

•64 

I’alei 


iK). .. 

629 

,,2 1 

7 

*64 

Surat 

• > • 

Do. 

081 

,,2 4 

8 

*64 

From all Punjab Cotton Centres 

Delhi 

•62 pies 
0 0*6 


mile plus 
terminal. 


In addition to the above special station to station rates, Howrah and Karachi have, in 
their local booking, special adjusted class rates from all stations. Cotton full pressed 
whon booked to Karachi and Howrah locally is charged at 0. R. 0-0-6 less than the R. R. 
class rate. On going through the above tablo you will find that the railway freight 
ohargeable on full pressed cotton bales for Delhi is comparatively very high and we 
therefore beg you to reduce them so as to remove the hanriioap under whioh the ootton 
mills in Delhi labour at present. 

2. Cotton loose (in hags ).—Before 1922 the rate for cotton loose was 4th olass or ‘62 
pies per maund per mile but in 1922 it was increased to 8th olass at 1 • 04 pies por maund 
per mile. No owners risk rate has been sanctioned by any railway excepting G. I. P. 
Railway. This o. risl? rato should be provided for Delhi from all stations and spooial 
station to station ratos Bhould be made from Punjab cotton markets, viz., Mansa, Bud- 
ladha, Abhohar, Gaddarbaha, Rampura, Phool and Saharanpur, eto., eto., and also from 
Kosi Kalan, Ilodel and Palwal on the basis sanctioned for Cawnpore from Saharanpur 
and vice versa. As it is loose cotton is booked to Delhi at railway risk and charged 
subject to minimum weight of 120 maunds for 4 wheelod wagon, while no wagon, 
excepting the highest carrying oapacity wagon, whioh is seldom supplied, can hold 
120 maunds. This restriction should be limited up to 81 maunds as in the case of 
Cawnpore. Further special station to station rates from the stations mentioned above 
for Delhi should be rated on the basis of - 35 pies per maund per mile O. R. C./81, which 
is between Saharanpur and Cawnpore, as under :— 


Station from 

Station to 

Distance in 
miles 

Rate per 
maund 

Rates per 
maund per 
mile, in pies 

O. R. C./81 Cawnpore Mill 

Saharanpur and 
vice versa. 

352 

1 

! 

Rs. a. p. 

0 10 1 

•35 


On O. & R. Section of E. I. R. freight is charged at 2nd class "42 pies per maund per 
mile at O. R. L. W./120. 


3. Seed Cotton ( Kuppas ).—Before 1922 freight was charged at 2nd class rate of 
•42 pies per maund per mile. Now it is charged at 4th class rate at ’62 pies per maund 
per mile at R. R. Over 0. $ R. Section of the East Indian Railway it is charged at 2nd 
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olaas '42 pies per maund per mile O.R.L. W./120 maunds. So far only Cawnpore and 
Agra enjoy the speoial station to station rates from their importing colonies at very 
low rates as under :— ' 


Station from 

Station to 

Conditions 

DIs-. 

tanco 

In 

miles 

Rate 

per 

maund 

Rate 

per 

maund 

per 

mile, in 
pies 





Rs. a. 

P- 


Madhogunj 

Cawnpore (General 

f!unj). 

0. It. I#. 
VV/200. 

101 

0 

3 

2 

■37 

Hamirpur Road 

Do. 

0. R. 

35 

0 

1 

0 

•84 

Oral 

Do. 

Do. 

87 

0 

2 

4 

■41 

Raaerl 

Agra Cantonment 

Do. 

05 

0 

2 

7 

•47 

Do. 

Ralanganj 

Do. 

65 

0 

2 

7 

*47 

Do. 

Hilochpura .. 

Do. 

65 

0 

2 

7 

•47 


In comparison to the above, the rates for Dolhi from its importing stations, viz., Abohar, 
Jind, Lyallpur, Mansa, Sanglahill, Barnala, Jaitu, Okara, Gaddar Baha, Khanna, Sirhind,’ 
Saharanpur, Budhlada and Tohana, otc. oto., are ■ 62 pios per maund per mile exclusive 
of terminals. The rates for Delhi Sadar from other importing stations are as under :— 


Station from 

Station to 

Conditions 

Dis¬ 
tance 
in miles 

Rate ' 
per 
maund 

Rate 

per 

maund 

per 

mile, in 
pies 





i 

Rb. a. p. 


JCoai Kalan 

Delhi Sadar .. 

R. R. 

63 

0 4 3 

•87 

Hodel 

Do. 

Do. 

55 

0 3 10 

•88 

Palwal ... 

Do. 

Do. 

S7 

0 2 11 

04 


These rates are even much higher than the claBs rates sanctioned on the G. I. P. Railway. 
It is now time that special station to station rates from these station to Delhi should 
be providod on the basis of • 34 pies, the rate given to Cawnpore fron Hamirpur Road. 

4. Clay, China or Kaolin .—Generally freight is charged at 1st class rate of '38 pies 
per maund per mile exclusive of terminal whioh is oharged extra. Delhi imports this 
commodity ohiefly from Bombay and Calcutta. The rate from Bombay (Camac Bridge) 
to Delhi Sadar and Howrah to Delhi at the adjusted 1st class rate iB Rs. 1-9-8, i.e., '36 
pies per maund per mile while other manufacturing cities are enjoying very low special 
station to station rates for China day as detailed below :— 


i 

Station from 

Station to 

Conditions 

Dis¬ 
tance 
in miles 

Rates 

per 

maund 

Rates 

per 

maund 

per 

mile, in 
plea 





Rs. a. p. 


Karachi City (tu’a Hyderabad- 

Cawnpore and via fawn- 

O. B.C. C. L. 

987 

0 IS 0 

•16 

Kuchaman lload). 

pore. 





Via Delhi (for traffic from 

Amritsar 

Do. 

278 

0 5 3 

*22 

Howrah). 






Howrah 

Via Delhi .. 

0. R. .. 

003 

0 9 0 

■n 

Howrah ( via Delhi) 

Amritsar 

Do. 

1,175 

0 15 0 

■15 


»o v 422—36 
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Rates 

Station from 

Station to 

Conditions 

Dis¬ 
tance 
in miles 

Rates 

per 

maund 

per 

maund 

per 






plea 





Rs. a. p. 


Howrah and via 

Cawnpore and via (except 
O. It. Section and 
via). 

O. R. 

633 

0 10 

•19 

Colgong 

Howrah 

.... 

245 

0 3 3 

■10 

Kodanna 

Do. 


245 

0 3 3 

■16 

Blmultala 

Do. 


217 

0 2 11 

■16 

Taltjhari 

Do. 


201 

0 2 8 

•16 

Howrah .. 

Lucknow (via Mughal- 
saria). 


616 

0 12 2 

■23 

Do. 

Via Salmranpur (via 

Mughal sor ai). 


938 

0 12 11 

■16 

Bombay (Wadi Bunder) 

Cawnpore 

0. K. C. C... 

839 

0 11 9 

■15 

Nagpur 

Bombay 


520 

0 12 1 

•28 

Bombay (C&rnac Bridge) 

Delhi Sadar .. 

R. R. 1st 
class adjusted 

865 

19 8 

•36 

Howrah 

Delhi 

Do. . 

903 

19 8 

•86 

Thus it will be soen that all other industrial cities are paying 

• 15 and 

■ 16 pies per maund 


por mile as railway freight for China olay while Delhi mills pay -36 per maund per mile 
on it. It is surprising that rate from Howrah to via Delhi is 0-9-9 per maund while 
for Dolhi proper it is Rs. 1-9-8. We request that this anomaly be removed and the 
railway freight on China clay from Bombay to Delhi be reduced to Rs. 0-10-0 per 
maund at 0. R. C. C. 

6. J/ubricating Oil (as Oils division 0.) P/13 and Castor Oil .—The General olass rates 
are 4th class '02 pies per maund per mile at railway risk and 2nd class ’42 pies per 
maund per mile at ownors risk. Cawnpore, Bombay and Karaohi have got special 
station to station rates while the samo have not so far been sanctioned for Demi. A few 
of them are quotod hereinbelow :— 


Station from 

Station to 

Conditions 

Dis¬ 
tance 
in mites 

Rates 

per 

maund 

Rates 

per 

maund 

per 

mile. In 
pies 

Karachi City (via Hyderabad-; 
Kucha man Road) and vice\ 
verna. 

Cawnpore 

O. R. 

987 

Rb. a. p. 

13 8 

•23 






Cawnpore (via Uuchaman 

Karachi City (via Hyder- 

O.H.W./1GOI. 

987 

1 1 11 

•21 

Road) and via Cawnpore. 
Agra fort and Balanganj 

abad) 

Do. 

O.R. 

785 

13 0 

■30 

Bombay .. 

Cawnpore (General Gunj). 

Do. 

839 

1 2 0 

*25 

Cawnpore 

Bombay (Wadi Bunder).. 

0. K. W./300 

839 

10 8 

•24 

Cawnpore (B. B. & C. I.) 

Bombay (Canute Bridge) . 

0. R. 

839 

13 0 1 

*27 

and vice versa. 






Cawnpore 

Do. 

0. K. W./300 

889 • 

1 1 8 

•25 

Bombay (Wadi Bunder) and 

Delhi Sadar *. 

O.Tt.W./8(X)I. 

865 

111 

•23 

vice versa. 






Bombay (Carnao Bridge) 

Do. 

0. R. ad- 

865 

1 12 4 

■41 

Howrah 

Delhi 

justed 2nd 
class. 

Do. .. 

903 

1 12 4 

•41 
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Although a special station to station rate has been given from Bombay (Wadi Bonder) 
to Delhi Sadar it is merely so, on paper since no consignment of any kind oan be 
booked from Bombay (Wadi Bunder) for Delhi Sadar. This is due to the agreement 
between B. B. & C. I. Railway and G. I. P. Railway that all consignments booked 
from Bombay will be booked from Carnao Bridge to Delhi Sadar. Unless this rate is 
adopted by B. B. & C. I. Railway from Carnac Bridge it is of no use to the mercantile 
community of Delhi. We, therefore, suggest definite station to station rates from Bombay 
to Delhi Sadar and Howrah to Delhi as under:— 


Station from 

' 

Station to 

Conditions 

Dis¬ 
tance 
in miles i 

Bates 

per 

maund 

Bates 

per 

maund 

per 

mile. In 

plC8 





Us. a. p. 


Bombay (Carnac Bridge) 

Delhi Sadar .. 

0. R. 

866 1 

12 0 

•25 

Bo. 

Do. 

o.n. w./aoo.l 

805 

1 1 1 i 

-23 

Howrah 

Delhi .. ..i 

do. 

903 

1 1 1 


Do. 

Do. 

O.B. 

903 

i 

12 0 

• • 


6. Farina (Sizing flour). —Before 1922 that was charged at 2nd class rate -42 per 
maund per mile at railway risk and at 1st class rate, i.e., ‘38 pies per maund per mile 
at owners risk but now it has been raised to 4th class, i.e., -62 per maund per mile at 
railway risk and 2nd class, i.e., -42 pios per maund per mile at owners risk. Farina 
is nothing but flour and could well be termed under the heading of “ flour ” at 2nd 
class railway risk. It may therefore be included under the heading “ flour ” and the 
rates chargeable for “ flour ” be made chargeable for “ farina ”. 

7. Sago flour. —It is not classified in the tariffs. AH tho railways differ from one 
another as to its classification. East Indian Railway sometimes charges as arrowroot 
and sometimes as “ sago common ”, while N.-W. Railway is including it in “ flour ” and 
charging it as “ flour ”. G. I. P Railway has charged it as sago common in 1924 and 
1925, but now they are charging it as “ farina ” with which it has no similarity. This 
is causing much oonfusion, it is time it should be settled definitely. In fact “ sago flour ” 
is more of “ sago common ” than of anything else, and the right classification would be 
only if it is charged as “ sago common ”. This may therefore be included in “ sago 
common ” and the rates and conditions applicable for “ sago common ” be made appli¬ 
cable for “ sago flour ”. 

8. Steel Reeds. —Reedsofsteelarenotclassifiedseparatelyinthetariffs. The railways 
are generally charging it as “ Mill Stores ” which is charged at railway risk at 8th class 
I - 04 pies per maund per mile and at owners risk at 6th class • 83 pies per maund per 
mile. The term “ Mill Stores ” in its literal meaning is so wide that it can cover every¬ 
thing which can be used in mills. There are hundreds of things which either are classified 
separately or arc charged with other commodity on account of other qualifications. For 
example, bars, angles, bolts and anvils of iron or steel although they are used in mills and 
oan, under tho present theory of the railways, come under the heading “ mill stores ” 
are oharged as iron or steel division “ B ” because these are made of that material. 
Similarly reeds of steel can best be included in and charged at tho rates applicable to 
“ iron or steel division B ”. Even if these should be charged from tho standpoint of 
their use, they could only be charged as “ machinery ”, because they are parts of machinery. 
But reeds are steel first and then parts of machinery. It is therefore submitted that 
they may be charged at and inoluded in the classification of “ iron or steel division 
B . 


0. Chloride of Magnesium .—The rate of chloride of magnesium for Delhi from 
Howrah and Delhi Sadar from Bombay (Carnac Bridge) is 1-12-4 per maund at the 
classified rate of 2nd class - 42 pies per maund per mile, while the following are the 
mo y 422—36a 
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station to station rates between other stations, which also may kindly be sanctioned 
for Delhi on the same basis. 


Station from 

Station to 

Conditions 

Dis¬ 

tance 

in 

miles 

Rate 

per 

maund 

Rate 

per 

maund 

mile, in 
pies 



• 


Ks. a. p. 


Viramgam 

Bombay (Carnae Bridge) 

C.C.O.R.L... 

348 

0 6 2 

21 

Kharauhnda 

Bombay (Carnae Bridge) 

C.C.O.R.L,.. 

371 

0 6 2 

20 

Do. 

Via Cawnpore 

o. it. r.. 

C/270 

775 

0 13 11 

•21 

Do. 

Via Delhi Sarai Rohilla .. 

Do. .. 

847 

0 12 4 

•17 


Therefore the rates for Delhi from Howrah and Delhi Sadar from Bombay Carnae 
Bridge should bo in accordance with the above basis of Kharaghoda to via Sarai Rohilla 
at Rs. 0-12-7 O.RX.C./270. 

10. Machinery.- -The rates for Delhi from Bombay Carnae Bridge and Howrah at 
railway risk at 4th class are 2-9-3 per maund and at owner’s risk at 2nd class are 
1-12-4, while other stations have the following station to station rates :— 


Station from 

Station to 

i 

Conditions 

Dis¬ 

tance 

In miles 

Rate 

per 

maund 

1 Rate 
per 

maiind 

per 

mile, In 
pies 





Rs. a. p. 


Bombay 

Shalimar and Armenian 
(•hat. 

0. Jt. 

1,221 

18 0 

* 23 

Do. 

Bamnore 

0. It. w- 

270 

775 

1 1 8 

•27 

Do. 

Madras via Ralcliur 

O.R.C.O.L. . 

794 

110 

* 2o 


Therefore the following special station to station rates for Delhi should bo introduced 
on the above basis. 


Station from 

Station to 

Conditions 

Dis¬ 
tance 1 
In miles 

1 

Rate 

per 

maund 

Rate 

per 

maund 

per 

mile, in 
pies 

Bombay and Howrah 

Delhi Sadar and Delhi , J 

0. R. 

665 

R«. a. p. 

10 9 

*23 


11. Mill Stores, Bobin and Cotton Ropes .—The present classifications are very 
high. It is generally admitted that mill stores destined for industrial use should be 
transported at the lowest rates possible and this will, we believe, repay the railways many 
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times over in subsequent increased business. The rates have been increased very much 
since 1922, as detailed below :— 


Commodity 

[ Present classification 

Classification in 1922 

Mill Stores 

JR. R. 8th class 1-04 pies per 
1 maund per mile. 

R. R. 4th class * 62 pies per 
maund per mile. 


I 0. R. 6th class ‘83 pies per 

1 maund per mile. 

0. R. 3rd class ‘68 pies per 
maund per mile. 

Bobbins L. 

R. R. 6th class ‘83 pies per 

1 maund per mile. 

R R. 3rd class *58 pies per 
maund per mile. 


0. R. 4th class ‘62 pies per 
maund per mile. 

0. R. 2nd class *42 pies per 
maund per mile. 

Cotton Hope 

| 

R. R. 4th class *62 pies per 
maund per mile. 

R. R. 2nd class ‘42 pies per 
maund per mile. 


0. R. 2nd class ‘42 pies per 
maund per mile. 

0. R. 1st class *38 pies per 
maund per mile. 


We therefore propose that the railway freight on the above mentioned stores be reduced 
and it should be charged according to the classification current in 1922. 
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Further Statement dated the 7th August 1926 

The Delhi Factory Owners' Federation, Delhi, express their pleasure at the appoint¬ 
ment of the Indian Tariff Board with a view to determining the causes of and remedies for 
the backwardness of the Indian cotton textile industry. It was, indeed a long felt want 
of the industry but on account of oertain circumstances it did not sufficiently attract the 
attention of the Government. In recent years, the industry was faced with a complicated 
problem which was rightly taken up by the Legislature, with the result that the Tari ff 
Board came into existence. It is therefore, hoped that the principles of protection 
deserving of the capital industry of India will be discussed and adopted by the Board 
in the light of the present situation, when it is threatened by foreign competition in 
almost all its phases. 

Taken on the whole it may be mentioned that the textile industry is in a depressed 
condition all over India owing to varied causes. We are not here to discuss the merits 
and demerits of any principle of protection to be adopted by the Board but we will 
lay down in brief our views and suggestions arising out of the conditions obtaining in 
Delhi. The Board, as it appears, has chiefly confined itself to the enquiry in regard to 
the cotton textile industry. Wc are, therefore, at present only concerned with the 
problem affecting it. 

Delhi is the Imperial capital of India and is one of the most important oommercial 
cities in the country and as such, it will be admitted, she deserves the prominent attention 
of Government towards the development and expansion of her manufacturing iudustry. 
From the geographical position she occupies, it will bo seen that Delhi lacks the advan¬ 
tages which important cotton mill centres like Bombay, Calcutta and Cawnpore possess 
in several respects. The. statement which will follow will, it is hoped, fully justify the 
fact that Delhi affords greator possibilities of improvements in case full advantage of 
protection is extended to the cotton spinning and weaving mill industries. It will bo 
realized that she, being in the heart of the country, is one of the foremost collecting 
and distributing centres. 

The spinning and weaving of cotton is the principal industry of Delhi, which is mainly 
affected by railway rates. The Indian railway policy does not in fact tend to fo.itey 
the industry of the country in general. On the other hand those who have been favour¬ 
ably treated or arc satisfied with the existing position are naturally silent. 

The question of railvvay rates is of long standing and has very considerably affected 
the cotton mill industry of the Imperial city. In case the policy is framed on broad and 
simple lines it will be of practical esc for the development of the textile industry through¬ 
out the country. The imports of raw products, machinery and mill stores are in no way 
loss in Delhi than those of some of the important cotton mill centres which enjoy greator 
facilities in respect of railway rates. The governing principle whioh should be followed 
is railway rating. So far as it affects the premier manufacturing industry of India 
internal traffic should be rated as nearly as possible on an equality with traffic of the same 
class over similar distances. 

We are well aware that numerous concessions have already been made for the jjonefit 
of some of the oottou mill centres in the country. It will be recognised that the policy 
of individual concession is both unwise and detrimental to the growth of an industry 
on a fair and equitable competitive basis. The existing inequalities have already dono 
much harm towards the expansion of our indigenous cotton mill iudustry and is likely 
to throttle it in the long run if the present policy is continued. It is therefore high 
time that the position should be carefully examined from a wider stand point of view 
in estimating the effects of rating as real neoessitv exists for reduction in the general 
interests of the country. It is generally admitted that machinery and stores destined 
for industrial uso should be transported at the lowest rates possible and this will, we 
believe, repay the railways many times over in subsequently increased business. 

To sum up, it will be recognised that the grievances arc genuine and arc supported by 
actual facts and figures as contiincd in the statement attached herewith. 

The statement referred to in this evidence has been printed as the. written stat.ment of the 
Delhi Cloth and General Mitts Co., Ltd., and of the Delhi Factory Owners' Federation. 
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Further Statement dated the 22nd October 1926 

I am directed by my Committee to bring to your notice that the Government of India 
have granted suitable plots of land for growing cotton on very favourable terms to the 
British Cotton Growers’ Association who represent the interest of the Lancashire and 
Manchester textile mills. The result of this combined move on the part of the Indian 
Government and the Lancashire millowners will necessarily be that cotton will be avail¬ 
able for that Association at very low cost. My Committee is therefore of opinion that 
if similar facilities are granted to the mills of India by the Indian Government, it will 
go a long way towards helping the present depression, and there is no reason why the 
Government of India should withhold these facilities from the Indian mills when they 
have already set an example by granting the abovementioned concession to the said 
Association. The up-country mills are in a very good position to take advantage of such 
facilities. 

My Committee regrets that it overlooked to mention the faot in their written as well 
as oral evidence before the Board and as it thinks that it is not yet too late for such a 
move, it requests a favourable consideration of such suggestion at the hands of the Tariff 
Board. My Committee earnestly req uest and hope that the Board will take up this 
point in right earnest with the Government of India. 
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Witness No. 102 

THE DELHI CLOTH AND GENERAL MILLS CO., LTD., AND THE DELHI 
FACTORY OWNERS’ FEDERATION 

Oral Evidence of Mr. Shankerlal and Mr. Silaram Khemka recorded at Delhi 
on the 18th October 1926 

Section I 
General 

President. —We should first of all like to know exactly whom you two gentlemen 
represent. I see you are appearing before us in various capacities. 

A. Mr. Shankerlal. —I come here as the representative of the Delhi Cloth and General 
Mills Co., Ltd., and also the Delhi Factory Owners’ Federation. 

Q. Are yon both representing the Delhi Factory Owners’ Federation ? 

A. Mr. Silaram Khemka. —Exactly. 

Q. And you, Mr. Khemka, also represent the Birla Mills ? 

A. Yes. 

Q. You both also represent the manufacturing section of the Punjab Chamber 
of Commerce ? 

A. Quite so. 

Q. We find that the Punjab Chamber of Commerce also arc coming to give evidence. 

A. That is the import side. 

Q. I gather there is a difference of opinion on the subject and that therefore the two 
sections of the Chamber are being represented separately. Is that the idea, t 

A. The importers always disagree with the manufacturers. 

Q. Naturally. That is not an uncommon feature of an enquiry such as this. How 
many members has the Delhi Factory Owners’ Federation ? 

A. Mr. Shankerlal. —About 40. 

Q. How many are cotton factory owners ? 

A. Four. 

Q. Who aro they ? 

A. The Delhi Cloth and General Mills, The Birla Mills, the Goenka Spinning and 
Weaving Mills. 

Q. Are the Goenka Mills in Delhi ? 

A. Yes ; it is only a weaving mill. And the Khalsa Spinning and Weaving Mill. 

Q. I understand from your written statement, Mr. Shankerlal, that your great grievance 
is really railway rates. 

A. Partly, yes. 

Q. You seem to lay more stress on this than on almost anything else. 

A. The rupee exchange is not barred out cither. 

Q. No ; not barred ; but taking the written statement of the 16th August, it is almost 
oonfinod to railway rates. 

A. Yes, part of it. 

Q. I do not propose to oonfine our examination to railway rates. In fact, I do not 
propose to go into the question at all in any great detail. The only point I wish to raise 
here in regard to the question of railway rates is that it seems rather for the Railway 
Rates TrihunaJ than the Tariff Board to deal with it. 

A. Yes. But you can make recommendations. 

Q.. Are you proposing to put the case before the Railway Rates Tribunal ? 

A. Yes. 

Q. I do not think the Tariff Board can do much in the matter except to recommend 
that your case should be carefully examined by the Railway Rates Tribunal 

A. Mr. Silaram Khemka. —That: is something. 

Q. Coming to the first section of your statement of the 16th of August, you say ‘ The 
present depression in the cotton textile industry isnotconfinedtoEombayonly.it extends 
to the upcountry centres as well Would you say that Delhi has been as badly hit as 
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other centres f How are your four mills here doing ? Which of them make profits, which 
are making both ends meet and which are carrying on at a loss ? 

A. We are not doing nicely at all. We are making both ends meet with great difficulty. 
Except the Delhi Cloth and General Mills, all the others are doing badly. 

Q. You are not doing badly if you are making both ends meet. Is that after provid¬ 
ing depreciation or not 1 

A. After providing for depredation. 

Q. I think some of the Bombay mills would envy you. The Delhi Cloth and General 
Mills are doing well! 

A. Mr. Shankerlal. —Every competitor would say so. 

A. Mr. Sitaram Khemka. —I do not mean to say that we are doing very nicely j but 
especially the Delhi Cloth Mills are in a hotter position. They oould make big reserves 
in the war time. That is what I say. 

Q. Your mills here are very small. The Delhi Cloth and General Mills is the biggest 
and the Birla is the second biggest. The Khalsa Spinning and Weaving Mill has got 
8,200 spindles and 126 looms. 

A. Mr. Shankerlal. —They have got about 250 looms now. 

A. Mr. Sitaram Khemka. —They are making extensions. 

Q. The Goenka Spinning and Weaving Mills has got 307 looms only. Do you consider 
in these days of very keen competition that mills of that size can expect to do well } Do 
you consider that small mills like that are calculated to prosper in hard times ? 

A. The bigger the mill, the better. But a mill with 400 looms and 16,000 spindles is 
quite a good unit. 

Q. Mr. Shankerlal’s mill is doing quite well and the Birla mills are making both endB 
meet. The others are smaller mills and is it surpriBing'that they are not doing well ! 

A. Mr. Shanlcerlal. —They should be able to get a fair remuneration on their capital. 
Why the Delhi Cloth Mill is doing well is because they have got very good reserve fund. 
It is quite a different thing to pay a dividend on nominal capital on account of the 
reserves built up in the past. 

Q. They have built up reserves for auoh bad times as the present. Arc you sending 
us the cost of production sheets in the form in which we have sent them ? 

A. The first one I did send; but the second one I could not, because I was suffering 
from fever. 

Q. Are you sending them ? 

A. We will get them prepared. 

Q. If you come before us and ask for protection as you have done, we naturally expect 
to receive your cost of production, so that we may know how you are doing. Are these 
figures in the Appendix for your mill J 

A. Yes, 

Q. You say ‘The causes other than the appreciation of the rupee are of a temporary 
character’. Why do you think so, Mr. Shankerlal ? What do you consider are the causes 
first of all ? You have not stated what you consider are the causes other than the apprecia¬ 
tion of the rupee. 

A. So far as the internal oauses are concerned, it is inefficient working and so far as the 
outside oauses are concerned, it is unfair competition. People outside are working 
double shifts an t working 22 hours. Their overhead charges are very low and they can 
oompete successfully. 

Q. Why do you consider that the causes are of a temporary character ? 

A. If anybody’s word is to be believed, it is certainly so. Japan has been all the time 
saying so. 

Q. Which is the first cause you mention ? 

A. Inefficient labour. 

Q. How are you going to cure that ? You say it is of a temporary character. 

A. Don’t you think that an inefficient workman can beoome an efficient workman in 
time 1 

A. Mr. Sitaram Khemka. —We can train them gradually. At present we cannot 
stand on our own legs. But if you give protection, then we can make the mills paying 
and provide for the education of the labourers as well. ’ 

Q. How much was done when the industry was paying, Mr. Sitaram T 

A. Our mill was never paying and so I cannot say anything. 

At Mr. Shankerlal .—We have been doing something for the training of our workmen. 
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Q. What do you do 7 

A. Mr. Shankerlal .—I have been trying toinduce middle class people who are fairly 
well educated to take to the mill work, and as an inducement T pay them a certain sum, 
Rs. 15, Rs. 16 or Rs. 20 as the case may be. For a Matriculate I pay Rs. 20. For one 
who has passed the Middle Class I pay Rs. 15, and so on. 

Q. What are they working at 7 
A. They come in the weaving line. 

Mr. Subba Rao. —As operatives ? 

A. Yes. 

President. —As ordinary operatives ? 

A. Yes, but after four or five months when they are able to work they go on piecework. 

Mr. Subba Rao. —This is a new experiment. You pay higher salaries to such people 7 
Is it working well 7 
A. It is too early to say. 

President. —It is a very interesting experiment. How long have you been carrying it 
on 7 

A. Well, for over a year now. 

Q. And these people work as ordinary operatives 7 
A. They do work as ordinary operatives. 

Q. How many of them have you got 7 
A. I have about 70. I am not quite sure. 

Q. How many of them are on ordinary piecework ? Are they spinning or weaving ? 
A. Mostly weaving. Some of thorn are in the spinning seotion as well, and some of 
them are doing mechanic work also. 

Q. You say that after they pick up work they go on to piecework. How many looms 
are they looking after 7 

A. I do not think any one is looking after more than two looms, but certainly thoy are 
giving better work. 

Q. How does their production compare with that of the ordinary weaver 7 
A. If they stick to work l get about 7 per cent. more. The only thing is that somehow 
or other there is not the sense of dignity of labour. As soon as they have gone through 
the course they leave off work. 

Q. They want to be clerks ? 

A. Yes. CJnder-paid clerks. 

Mr. Majmudar.- —Or supervisors perhaps. 

A. Yes, they do not want to do manual labour. 

Mr. Majmudar. —Is the production better 1 
A. Yes. 

Q. Do you pay them a higher rate 7 

A. The rate is the same ; but since their output is better, their average wage works 
out more than that of an ordinary labourer. 

President. —I understood you to say that you get 7 per cent, more production ? 

A. Yes. 

Mr. Subba Rao. —Do you pay them more ? What I understood was that you are paying 
those literate people a higher rate to encourage them to take to industries. Is it a fact ? 
A. Yes. 

Q. How muoh more do you pay them 7 

A. There are fixed wages in spinning for example. We give them five to ten rupees 
extra. 

Mr. Majmudar. —In the case of piecework ? 

A. We do not pay anything. 

Q. Take the case of a man working on the frame 7 How much do you pay him extra 7 
A. We have got his name registered as a Matrioulate or anything like that and we pay 
him extra overy month. Some of them work very well. They have risen from the 
position of mere workmen to almost second in command. 

President .—You say that the fall in the prioe of raw material is always benoficial to the 
manufacturer 7 
A. Yes. 

Q. Why do you think so, Mr. Shankerlal 7 

A. Because that means a lower coat for the raw material. 
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Q. Because it promotes consumption t 

A. Yes. 

Q. Do you consider that as a general rule when the price of raw material falls the price 
of the manufactured article does not fall quite so quickly pr so far ? 

A. Well, in normal times, yes. 

Q. Raw material is going down at the moment. It has dropped about Rs. 40 a 
candy during the last fortnight. Isn’t that going to help ? 

A. Those are not normal times. On every fal 1 in the price of the raw material the mills 
are losing so much because they have got such a huge accumulated stock. Moreover it 
creates a feeling of uncertainty in the mind of the purchaser. 

Q. Have you got large stocks in Delhi ? 

A. I do not know about other mills but I have got higher stocks than i used to have. 

Q. What is the reason for that ? The absence of demand ? 

A. Well, yes, the absence of demand, which is duo to the absenoe of purchasing power 
of the ryots. 

Q. Why is the ryot’s purchasing power absent; He has had several good monsoons ? 

A. On account of the higher rate of exchange. 

Q. The high rate of exchange has not been in force all that time. When the exchange 
was lower was there a sign of a revival of demand, for instance, when exchange was 
Is. 4 d. f 

A. Mr. Sitaram Khemka. —I think the exchange at Is. 6 d. greatly hampers the 
purchasing power of the ryot, because, when tho exchange was Is. id., the ryot used 
to get Rs. 100 for Rs.100 produce, but now it is less. He pays about 60 to 65 per cent, 
in the form of taxes and land revenue to tho Government and the zamindars. Supposing 
lie used to get Rs. 100 for his produce when exchange was Is. 4 d. now he gets only 
Rs. 87-8-0. Out of that Rs. 87-8-0 he has to pay the revenue which was fixed when 
exchange was at Is. 4<£. So now he has to pay 60 to 70 per cent, of the net orop to the 
Government and to the landlord and zamindar in the form of rent, taxes, etc. That 
moans he has only Rs. 27J left to meet his ordinary requirements. Previously he had 
Rs. 50. So the purchasing power of the ryot is hampered to the extent of about 7 to 8 
per cent., and to that extent we are also affected. 

Q. Your rent up here must be very high if the ryot has to pay 60 per cent. ? 

A. I do not exactly remomber. I think he has to j>ay much of the profits he gets. 

A. Mr. Shankerlal. —He has got to pay the tax to the Government in tho form of nipees. 
That is not affected whether exchange is Is. id. or Is. (id. Out of the balance, he purchases 
his other requirements, oloth and other things. 

Q. The land revenue assessment is a very small proportion of his total income ? 

A. I do not know. 

Raja Hart Kishan Kavl. —Are you talking of tho cultivator or of the peasant proprietor ? 

A. I am talking of the cultivator. 

Q. He divides half and half. 

A. He gets 12J per cent, less for evory Rs. 100 worth of goods and he pays Government 
Rs. 50. 

Q. Not to the Government. To tho landlord ? 

A. In all. So far as the agriculturist is concerned he has got only Rs. 37 and odd rupees 
instead of tho fifty that he used to have before, i.e., about 25 per cent, loss to meet his 
expenses. 

Q. Not quite. If he divides the produce, he loses 12$ per cent, on Rs. 50 and not on 
Rs. 100. 

A. But are Government taxes payable in kind ? 

Q. No, they are not, but all the taxCB are not paid by the tenant. Land revenue is 
payable by the proprietor. He takes 50 per cent, of the produce and pays the land 
revenue out of that. On the other hand the tenant pays the water rates. So the 
Government'due is shared. 

A. I do not know anything about agriculture but whoever it may be, the tenant or 
the landlord, he has got to pay in cash and get in kind. 

Q. That 12 j per cent, comes ont of Ra. 100 and not out of Rs. 50. 

A. Mr. Shankerlal. —Supposing a certain person produced goods worth Rs. 100 when 
exohange was at Is. id. He used to pay in cash in tax or revenue or anything like that 
Rs. 50 and he had Rs. 50 left to him for his requirements. That 12| per cent, forms 
only 121 per cent, of his turnover, but it forms 25 per cent, of his savings. 
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President. —You say he is getting 12 J per cent. less. He may be getting 12J per cent. 
less on exports. He can only be getting 12£ per cent- less on what he exports when 
the rate Is Is. 6i. He only exports a comparatively small proportion of hiB total 
produce ? 

A. In India as a whole. On the total exports he gets 12^ per cent. lesB. 

Q. That does not work out to 12J per cent, on the incomo of each individual ryot ? 

A. No. 

Mr. Subba Bcu>. —Are the exports selling in the foreign markets now for the same price 
they were selling when exchange was Is. 4 d. ? Have they not risen ? Perhaps not so 
much as vou would like. 

A. It does not matter. H the price was £1 when exchange was Is. 4 d. and if it is £1 
now when it is le. Gd. 

Q. It is not £1 now. It is more. I am suggesting he has got more in sterling and 
therefore any reduction in the number of rupees is made up by the high sterling which 
should give him more rupees than before. If you take the prices of foodstuffs and 

so ombefore 1914 and after you would see the ryot is not losing. 

A. Mr. Sitaram Khemka. —Our point is that while he has to pay the same rent and 
taxes in rupees the value in rupees of his produce is reduced. 

Q. That is another point. 

A. Don’t you think it would have beon more if it was Is. 4 d. 7 

Q. In other words you are assuming that foreign prices will remain at the same leve 
if exchange went down. That is very doubtful. But I do not think we should go into 
exohango very elaborately. About taxes, were they not settled some ycare before prices 
rose 7 

A. When exchange was la. 4 d. they had to pay the same amount as now, and therefore 
by the exchange rising to Is. Gd. their commodity price is decreased in terms of rupees. 

Baja Hari Kishan Raid. —Have you any idea as to the proportion of revenue to the 
gross prooeeds ? 

A. No. 

Q. Nearly about 10 per cent. ? 

A. I do not know, but it certainly forms a good proportion. 

Q. I admit that is reduced by 1J per cent, but not by 25 per cent. 

A. I do not know what the proportion of the rent is to the total produce. 

Mr. Majmudar. —The wages due to labour have also to be taken into account. 

President —You refer to throe mills which cither changed hands or closed down. I 
take it you refer to tho Bhiwani Cotton Spinning and Weaving Mills now called Shri 
Benkateswar Cotton Spinning and Weaving Mill. Is that the mill you are referring to 7 
A. Yes. 

Q. It has 14 thousand spindles and 287 looms 7 
A. Yes. 

Q. Do you consider that it changed hands owing to depression 7 
A. Yes. 

Q. Are you quite sure of that 7 Our experience has been, when these cases are examined 
individually, that there are other reasons. 

A. I went to this mill and when I enquired there it was not paying. 

Q. Do you consider it a good mill, an efficient mill ? 

A. The mill was all right, but it was a small mill. 

Q. A small mill in an out-of-the-way place 7 
A. Not out-of-the-way. It is a good cotton centre. 

Q, The mill was on too small a scale 7 
A. Yes, 

Q. If it changed hands owing to depression, how was it that anybody took it over 7 
A. It went very cheap—five lakhs of rupees. I do not think the present agents are 
doing any good. They are not making any profits. 

Q. I should like to know a little more about the management before passing an opinion 
on that. Then the mill in Hathras you say has been closed down 7 
A. It is only a spinning mill. 

Q, Isn’t it the case that spinning mills are doing much worse just now than weaving 
mills 7 
A. It is. 
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Q, The yam market is worse than the rffoth market. Then anothor mill in Bhiwani 
has been unable to start work ? 

A. Mr. Sitaram Khemka. —It is possibly oalled the Hariana Cotton Mills. 

Q. When was the Company floated ? 

A. 1921, I think. 

Q. Who are the agents ? 

A. I am not quite sure about the year. It may be 1918. Some Calcutta firm is the 
agent. 

Q. It appears to be the Hariana Cotton Mill with 10 thousand spindles and 30 looms 
with a capital of 8 lakhs. 

A. I do not think they imported all these spindles. The building was erected, and 
some of the machinery was also there. 

Raja Hart Kishan Raid. —Why has this mill not been started ? 

A. These people bought it during the boom period and imported machinery when 
prices were high and they could not moet the liabilities because of the exchange mani¬ 
pulations. 

Q. The exchange oame down and they could not meet their liabilities ? 

A Yes. 

Q. Now, they cannot raise more oapital 1 

A. No. 

Q. What has that to do with depression ? 

A. Even if the capital comes, the outlay does not pay. 

Section II 

Competition between imported goods and those of Indian manufacture 

President. —You say you have no vory intimate knowledge of the competition between 
imported goods and those of Indian manufacture ? 

A. Mr. Shankerltd. —The Bombay mills instead of their selling cloth outside India are 
exporting to upoouutry markets and thereby our output is affected. 

Q. As a matter of fact, the Bombay mills are selling as much cloth outside India as 
they have ever done. 

A. They are selling more cloth here than before. 

Q. I admit they are selling much less yarn but as regards cloth they are selling much 
more cloth. You say it is due to the loss of foreign markets. Might it not be duo to 
the expansion of the mill industry in Bombay, and the fact that they naturally look 
to their home markets ? Is not that the reason why you are finding more competition 
from them than you ever had ? My point, is would not you have that competition 
anyway even if there were no Japanese competition ? 

A. No, I do not think we would have. Because the Japanese displace the Bombay 
goods in our markets and we feel more competition. Our Japanese goods displace 
Bombay mill goods in Southern India and in markets outside. Now these displaced 
goods come here. 

Q. What reasons have you to believe that they are displacing the Bombay mill goods 
in Southern India ? We have been in Southern India and the opinion expressed before 
us thero by some witnesses was that Japanese goods were displacing British goods, not 
Indian goods. 

A. In coarser counts they are displacing Indian goods because English goods do not 
come in coarser oounts, 

Q. What do you mean by coarser counts f 

A. Below 20s. 

Q. Surely there is very little Japanese cloth coming to this country under 20s, a 
certain amount of drills and shirtings but not muoh else. 

A. I do not know anything about Japanese competition. The only thing is we are 
getting more competition from Bombay. 

Q. Really the point as far as you are concerned is that the Bombay mills are competing 
with you here to a greater extent than they have ever done before and you are not quite 
sure whether that is due to their being faced with Japanese competition or to the fact 
that they have steadily gone on increasing their output ? 

A. Mr. Sitaram Khemka. —Japanese lower the prices and Bombay has to follow suit 
and they are dumping their goods at cut prices and consequently we cannot realise good 
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prices. Because of the cutting competition-from Japan they have to out prices anti 
that out affects us. 

Q, Even at these cut prices you cannot sell your stock 1 Your stocks and the Bombay 
millowners’ have been higher than ever before. 

A. We must further cut the prices. In other words, we cannot sell the goods unless 
we stand to lose. 

Raja Hari Kitihnn Kaul. —You say * the Bombay millowners began to extend -their 
weaving sheds to consume their surplus yarn. They began to weave the coarser cloth, 
etc. ’ Do I understand you to mean that the Bombay mills used to spin only finer counts 
before that and you used to spin coarser counts ? 

A. Mr. Shankerlal. —Certainly they are weaving liner stuff there. 

Q. Some of them arc weaving finer stuff. There is no doubt. Do you mean to Bay 
that before the export to China was stopped they used to weave nothing but finer couritB ? 

A. From our point of view it is very coarse cloth. What do you mean by. 

Q. What counts do you weave here 1 

A. I think the average cloth woven in our side of the country is from yarn below 20s 

Q. You think Bombay used to weave above 20s ? 

A. Mostly. 

A. Mr. Sitaram Khemka. —Bombay did not manufacture any khadi before. Now 
because of competition from Japan they are manufacturing it. 

Q. Don’t you think that khadi is woven because of the khadder movement ? 

A. To a certain extent, hut not to the full extent. 

Q. Anyway, it came in like that ? 

A. Certainly it did. 

Q. So that it cannot bo the result of any movement to spin coarser counts ? 

A. Mr. Shunkerlal. —Well, when one cannot sell finer counts he has to explore other 
markets. 

Q. Were they not weaving coarser counts before ? 

A. Mr. Sitaram Khemka.— Not to the same extent as now. We were manufacturing 
khadi before Swadeshi came in, but they were not. 

Q. You think that has an effect on the hand-loom industry also ? 

A. Yes. 

Q. This side the hand-looms are not weaving finer counts. In Southern India they do. 
Here they generally weave coarser counts, khadi and other stuff from coarse yam 9 

A. Yes. 

Mr. Subba Rao. —Is it your impression that Bombay has been going in in recent 
years for coarser counts ? 

A. Yes. 

Q. First of all, what do you understand by coarser oounts in Bombay ? What number 
do you say Bombay has been increasing the production on ? Your average is 14. That 
is what I see here. You cannot say for example that Bombay has been increasing her 
production of yam of 11s to 20s to compete more with you ? 

A. Yes. 

Q. I have got the figures here given by the Millowners’ Association for the Island of 
Bombay and the rest of India. You will find that since 1915-16 the production of yarn 
between Us and20shas fallenfrom 197 million pounds to 110 million pounds, whereas 
that in the upcountry mills has gone up from 188 millions to 232. You cannot say that 
Bombay has been producing more to compete with you ? 

A. That was possibly the Rurplus yarn for export. 

Q. This is the total yarn production iu Bombay. The kind of yarn that competes 
with yours has not increased but decreased in the last ten years. 

A. That means that whatever they are producing now is less for sale and more for 
weaving. Previously only the Textile and one or two mills were producing khadi and 
now we get khadi from so many mills. A dozen mills are making khadi at present in 
Bombay. 

Mr. Subba Rao. —That is quite possible. But the kind of yarn that competes with 
yours has not increased but decreased. 

A. There is only competition in cloth. 

A. Mr. Shunkerlal. —Yes. If you see the figures for cloth, you will find that the 
production of coarse cloth has increased. 
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Q. Bat unfortunately, no figures give you the kind of counts of which the cloth is made. 
You must assume, unless you know to the contrary, that practically a good deal of all 
classes of yarn is made into cloth, because the cloth production has increased. 

A. It may be argued that the Bombay mills are making yarn for weaving. 

Q. To convert it into cloth to compete with you ? 

A- Mr. Silaram Khemka. —Exactly. 

Q. But are you in a position to prove that ? 

A. Mr. Shankerlal. —The only thing is that we are getting more of their production 
here and have to face a very severe competition. These are hard facts. 

Q. On your markets here there is a good deal of Bombay cloth of lower counts ? 

A. Yes. 

Q. That is under 20s ? 

A. Yes. There is one thing more. Supposing we have got competition between cloth 
woven below 20s and doth woven fromcounts above 40s, the competition is not only that 
there are the two kinds of cloth to be selected and the purchaser has got the option which 
one to buy; but there is much more competition, so that the figures for 20s yarn may 
not have increased but certainly the competition in goods has increased. 

Q. We can only go by the figures which we have before us. To say that Bombay is 
producing cloth of the kind that cuts into your trade, you must produce figures. 

A. The only figure I can show is that I have connection with the firms which deal 
in cloth and they are getting more of Bombay cloth now than before. 

Q. It may be argued just the other way : that you are competing more and more with 
Bombay people. Your production has increased and they are not able to put on the 
market any extra cloth. 

A. But certainly the consumption of the ryots has not decreased. 

Q. But you contend it has not increased. 

A. The consumption of the ryots has not decreased so much as not to oonsume our 
surplus product. 

Q. He is just able to consume your production ; but nothing more from Bombay ? 

A. Yes. 

Q. In answer to Question 120, you suggest that Bombay should specialise in fine counts 
and you will take up coarse counts. Is that also the result of the competition you feel 1 
Is the suggestion made in order to divide the market between you and the Bombay 
and Ahmedabad mills ? I assume that also is due to the fact that you are facing the 
Bombay competition T 

A. Yes. 

Q. Are there no Japanese goods at all on the market here f Are you aware at all of 
any Japanese goods being plaoed in the market here ? 

A. Mr. Silaram Khemka. —Yes ; a lot of Japanese goods are here. 

President. —What are they hitting—your goods or the Bombay goods ? 

A. They are hitting Bombay and Bombay is hitting us. 

Q. What are they hitting mostly ? 

A. Sheetings, drills—these are the most important. 

Q. What counts ? 

A. That we cannot say. Possibly 20s and 30s. 

Mr. Subba Kao. —You say above 20s ? 

A. Mr. Shankerlal. —Yes, above 20s. 

Q. And there is competition between that kind of oloth and your kind of cloth under 20s ? 

A. It is possible that these are not woven from yarn very much below 20s. But 
certainly they are weaving coarser cloth which is very much like our own cloth and 
therefore they are competing with us. 

Q. In respect of prices also ? 

A. Mr. Sitaram Khemka. —In respeot of prices also. 

Q. They are able to sell at prices more or less equal to the prices of your own production 
in spite of the fact that they are of finer counts ? Have you any list of prices of Japanese 
products which, you say, in spite of their being of higher counts, oompete with your own 
out-put t 

A. Mr. Shankerlal. —If a certain buyer goes to the market and purchases cloth for 
his shirt he would not think that this price he is paying is 0-6-1 or 0-6-0; he looks to 
the finer stuff. 
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Q. You are making the assumption that the difference is one pie. Are you able to 
give a list of prices at which your cloth is sold and the Japanese goods are sold t 

A. I cannot, 

Q, You are making a statement in support of which we would like to have concrete 
details. 

A. I will see if I could send them to you. 

Mr. Majmudar. —I believe you have the statement of the Bombay Millowners’ Associa¬ 
tion. If you refer to Table 7, you find the production of yam in the Punjab and Delhi 
together was 12,873,0001bs. in 1907-08. It was 13 million in tho next year, then it was 
nearly 11 million and went on dropping till in 1910 it was 8 million lbs. Then it was 
6, 6, 6, million lbs. and in 1914-15 it was nearly 7 millions. The figure for 1924-25 is 
about 8 millions and for 1925-20 about 11 millions. To what do you attribute the fall 
since 1908-09 ? 

A. Mr. Sitaram Khemka. —There are more looms set up ? 

Q. That should not aflfoct yarn. This a table of total yarn production. It is not 
yarn for sale only. Which qualities of cloth do you manufacture here t 

Q. Mostly coarse counts—khadi, sheetings. 

A. Mr. Shankerlal. —Susi, drills, khadi, chaddars, twills, dhootis, eto. 

Q. In which of those qualities you find competion from the Bombay mills t 

A. Khadi, sheetings and dhootis, mostly. 

Q. So far as the chaddars are concerned, the production of Bombay Island has gone 
down. Do you refer to the Bombay Presidency or Bombay Island when you refer to 
Bombay ? 

A. Bombay Presidency. 

Q. Goods from Ahmedabad also are imported here. Do those also compete ? 

A. Yes ; but tho increase in goods from Ahmedabad has not been very appreciable. 

Q. Are goods from the Indore mills also imported ? 

A. It is very little. 

A. Mr. Sitaram Khemka. —Sometimes you get fancy goods. 

Section III 
Internal Competition 

President.— As regards Section III, Mr. Shankerlal, Internal Competition, I notice you 
mention only the advantages that Bombay has got. You don’t mention any advantages 
that you have got. You have an advantage it seems to me-—one we should go into a little 
more closely—of oheap labour. 

A. Mr. Shankerlal.— No. Skilled labour is always cheap. Bombay has got advantage 
over others in that respect. 

Q. Your labour rates are very cheap indeed, judging from this statement,-appendix, 
I, A & B. 

A. I quite see that; but then our production is very poor and the cost of labour is 
certainly not in any way less. It is more than what it is in Bombay. 

Q. We oan go into that when we come to labour. Then as regards cotton, what cotton 
do you uso mostly ? 

A. Mostly Punjab Lyallpur, Broach, Nagpur. 

Q. You have got advantages over Bombay as regards that. 

A. Only as far as the Punjab Lyallpur cotton is concerned, yes. 

Q. Is not that a distinct advantage ? 

A. Yes. 

A. Mr. Sitaram Khemka. —But Bombay gets Dharwar. 

Q. Can’t you use nothing but Punjab Lyallpur cotton ? 

A. Mr. Shankerlal. —No; it is very costly and certainly it does not give the same 
varieties as the Broach. 

Q. Why ? 

A. There is difference in softness. 

Q. You must have something else to mix with It T 

A. Yes. 

Q. What do you mix Punjab Lyallpur with ? 

A. Mostly Broach or Nagpur. 

Q. As regards coal, where do you get your coal from T 

A- From Jharria. 
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Q. You have an advantage over Bombay there. 

A. What is the price of foreign coal ? Don’t they get it cheap 1 1 do not know. 

Q. There is not very muoh difference between the price of foreign coal.and this coal. 

A. Certainly the quality of foreign coal is better than that of the Bengal coal. 

Q, It certainly was, Mr. Shankarlal; but, we hope as a result of the Coal Grading 
Board, that that is no longer true. 

A. I hope so. 

Q. In reply to Question 38, you say the power loom is steadily ousting the handloom. 
What are your grounds for thinking that ? 

A. My ground is this. I remember every week in centres like Pilkua and others 
handloom weavers used to go and sell goods worth about lakhs and lakhs of rupees. 
I do not see them now for the last year or so. 

Q. Is it the reason why the spinning mills are worso off than the weaving mills, that 
they have no longer such an extensive handloom weaving industry to Bupply ? 

A. No. 

Q. If tho powerloom is steadily ousting the handloom, that means that the hand¬ 
loom industry must require less yam. 

A. Yos. 

Q. And therefore the mills which live by selling yam oannot be so prosperous as they 
used to be. 

A. I can realise that point. But then it does not matter whether the cloth is produced 
by handloom or powerloom. The quantity of yam required is the same. 

Raja Hari Kishan Kaul. —You say ‘ They have extensive borrowing facilities andat 
lower rates of interest than*the upcountry mills. ’ At what rates can mills in Bombay 
borrow money ? 

A. They can borrow at the bank rates. 

Q. And you cannot ? 

A. No, we cannot. 

Q. Some of the upcountry mills are borrowing at bank rates. 

A. We tried to borrow but the Imperial Bank refused. 

Q. That must dopend on the credit of tho individual concern. In Bombay too we 
were told that it was something above the bank rate. 

A. No, I know of cases where they are getting money at bank rates. 

Q. There are also cases like that upcountry. 

A. Mr. Sitaram Khemka. —-Very few mills upcountry get at the bank rates ; but 
many of the mills in Bombay get at the bank rate. We get it. 

A. Mr. Shankerlal.- - It is just an exception. 

Raja Hari Kishan Kaul. —You cannot draw general conclusions from that. 

A. Mr. Silaram Khemka. —Other mills are not getting the same facilities. 

Q. It is not possible to say that the upcountry mills generally suffer in respect of 
bank facilities when some of them get such facilities. 

A. If the Tariff Board can induce the Imperial Bank to extend ample facilities 
> any good mills, it will be very good. 

Q. Why do they lend in certain cases and not in other cases ? 

A. We cannot say. 

Q. We should like to know on what basis it is. 

A. Mr. Shankerlal. —The only thing that a bank has got to look to is the security 
for the money it lends and nothing more than that. If any firm is prepared to give a 
fairly good margin for tho overdraft, certainly a reasonable bank should not desist from 
financing that concern. Why the Imperial Bank is financing some mills and why it 
is not others is only because those mill s which it is financing have got some connection 
with the Directors, Managers or somebody else connected with the Imperial Bank who 
can persuade it to give tho necessary help. 

Q. So it does not do it on any principle; but it lends money at the bank rate to suoh 
mills as are in favour with it ? 

A Mr. Sitaram Khemka. —Except to the Birla Mills they did not lend. The 
JCesoram Mills applied but they did not get any loan. 

Q. The Mill was in a bad way. The bank is either acting without any principle or 
it has some reasons to go upon. 

A. Mr. Shankerlal.—I do not see any reason for not lending any money to the 
Delhi Cloth and General Mills at Bank rate. 

MO y 422—37 
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Q. Do you know the reasons why they refused to lend money at bank rates. 
Do you know definitely what the reasons were ? 

A. Mr. Sitaram Khemka. —That is a difficult question. 

A. Mr. Shankerlal. —Our contention is just tho other way. A bank has got nothing 
to look to but the seourity of the money lent. 

President. —Have you any reason to believe that it does look to anything else ? 

A. The only thing is that I applied for the loan at bank rate and I did not get it. 
I was prepared to give collateral security—money security. 

Q. Did they give any reason ? 

A. No reason. They said that the Calcutta office did not agree to it. Even if the 
Delhi branch rqpommends a certain procedure, it always rests with the Calcutta branch 
to deoide finally. 

Raja Hari Kishan Kaul. —Then you say something about railway freights. Are you 
prepared to lay down some principles on which you want the concessions ? 

A. I think for an industrial concern certain concessions should bo granted. In any 
case the freights from industrial centres for finished goods should not be more than 
what they are in other places. 

Q. That is, for any particular articles the rates from a manufacturing centre to the 
market towns should be the lowest ? 

A. For the export of manufactured goods and for the imports of raw material, the 
rates should be less. 

Q. You want to have the lowest rate for the import of row material, and for the export 
of manufactured articles. Is it in force anywhero f 

A. Yes, Cawnporc and Agra have got that advantage. 

President. —Which is the railway which you most complain of ? There are several 
railways here. 

A. We generally deal with the G. I. P., the B. B. & C. I. and N. W. Railways. 

Q. Which is the railway of which you complain the most ? 

A. All of them. It is simply a question where we are getting our goods from T 
For instance, take Bombay. 

Q. Then it is the B. B. & C. I. and the G. I. P. 

A. We get also cotton through N. W. Railway—we send our manufactured goods 
mostly through N. W. Railway. 

Mr. Subba Rao.~ I wish you would elaborate the statement you made about the loans 
to your mill by the Imperial Bank. We have been told in various centres that there is 
somo difficulty about the loans. And in answer to Question 118 you say that the exchange 
banks will not give loans and the Indian Banks cannot. Therefore we wont some 
definite information on the point. You have said that in your own case you asked 
for a loan and you were refused. We want some definite information like that. Are 
you prepared to go into the matter more fully and say why they refused ? There must 
have boon certain ciroumstances why they did not give you the loan. 

A. I will tell you without disclosing the names. I was in need of money because of 
certain reasons. T applied to certain banks. The Exchange Banks said they would 
not finanoe and on no conditions whatsoever. 

Q. Their business was perhaps different. 

A. I oxpeot every bank to finance an industry. 

Q. That is a different point. Then ? 

A. Then I applied to the Imperial Bank. 

Q. To the looal branch here ? 

A. Yes; and it wantod us to give a very exorbitant rate of interest. 

Q. Was it a question of rate or of seourity t 

A. I was prepared to give collateral security and security of other persons as well. It 
was simply a question of rate. They said that they would have their durwans at my place 
and I agreed. 

Q. Is it in writing or was it communioated by word of mouth ? 

A, Writing. Then they could not come to terms with regard to rate. 

Q. Was it above the bank rale ? 

A It was above the bank rate. 

Q. Muoh above ? Because the bank rate is given only foy first olass loans. We cannot 
expect them to give you loons at that rate. 

A. They do it in certaiq cases and I do not see any reason why they should not do it 
our rasp. 
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Q. You suggest that they give to other industrial ooncerns loans at the bank rate and 
it was not so in your ease ? 

A. Yes. 

Q. Was the security given by others not bettor ? Do you mean to suggest that their 
security was no better than yours and the bank gave them a loan ? 

A. With an equally good security they gave the loan to a certain industrial conoern 
and they did. not give it us. 

Q. Surely that is asking us to believe far too much. 

A. It is all autocratic. That is all what I say. I say one thing. If I want a loan of 
a lakh of rupees and my shop is worth 60 or 70 lakhs of rupees, certainly, it cannot be a 
question of security. 

Q- It might be a fixed security. They want a more liquid or a more tangible security. 
The 60 lakhs may be on the building and the Imperial Bank is not expected to give loan 
on the security of brick and mortar. 

A. I was prepared to give good seourity of stocks. 

Q. I want merely some definite information. We had more or less vague statements. 

If you could give us more definite facts it will help us. 

A. Mr. Hhankerlal. —I think I have told you definite factB. We are prepared to 
give good liquid security with a very good margin. 

Q. And all this correspondence is in writing. It is not merely a question of having 
personal talks 1 
A. Yes. 

Q. You could give access to the papers if required ? 

A. Then they are giving loans in certain cases without appointing any durwaiys. • 

Q. They do not get actual control of the material ? 

A. Yes. 

Raja Mari Kishan Kaul. —Do you want at bank rate or at higher rates ? 

A. At the bank rate. 

Q- You are not prepared to go higher 1 
A. No. 

Q. Was it exorbitantly above the bank rate ? 

A. Certainly it was very high. They did come down a little but still it was too much. 

Mr. Majmudar. —-Are you importing Broach and Nagpur cottons to a great extent? 
A. Yes, to a pretty big extent. 

Q. Would it form about 26 per cent, of your total consumption, or more or less ? 
A. More than 26 per cent. 

Q. If your average count is 14s you would not require much Broach and Nagpur 
unless you are spinning 10s and 20s and bringing down the average to 14s? 

A. I did not say I import only Broach and Nagpur cotton. 

Q. You say more than 25 per cent. 

A. It may be 30 or 33 per cent, 

Q. The rest of the cotton is purchased locally ? 

A. From various centres in tho Punjab and partly locally too. 

Section IV 

Mill Management 

President.— 1 Coming to the question of mill management, Mr. Shankarlal, what is 
the system of remuneration in force here ? 

A. Managing agency. A certain percentage on profits. 

Q. What is the usual percentage in Delhi ? 

A. Ten per cent, on profits. 

Q. Is that the system in force in your mill i 
A. Yes. 

Q. Do you get an allowance for office expenses as well ? 

A. The office expenses are debited to the mills. 

Q. How much do they come to ? 

A. I have not got any idea about it because office expenses are debited to the 
expenditure. 

mo y 422 — 37a 
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Raja Uari Kishan Haul. —-Without any limit t 

A. Without any limit and then the 10 per cent, is after allowing for depreciation. 

President. —After allowing for depreciation ? 

A. Yes, after allowing for depreciation, income tax and everything. 

President. —It is on net profit ? 

A. Yes. 

Q. Your system is the same, Mr. Sitaram Khemka ? 

A. Mr. Sitaram Khemka. —No. Ours is 2 per cent, on production and Rs. 500 per 
month as managing agent’s office remuneration. 

Q. How does that work out as compared with 3 pies a pound ? I think it works out 
at about 3-6 pies. There is not very much in it. You arc in favour of a system of 
remuneration on profits. Have you got a fixed minimum ? 

A. Rs. 600 a month. 

Q. Fixed minimum ? 

A. Yes. 

Mr. Svbba Rao. —In answer to' Question 44 you Bay the association of managing 
agents of a cotton mill with business other than cotton mills and allied business is not 
detrimental to the interest of the industry. In tho first place is such a practice common 
in Delhi ? Do mill managing agents undertake any other kind of business in Delhi ? 

A. We do not, but others do. 

Q. Some of them do ? 

A. Yes. 

Q. What other kind of business do they undertake 1 

*A. We have got a jute mill in Caloutta. The Khalsa mill people do contract husiness. 
They are doing the Raisina work. They do export and import business, not all in 
piecegoods but also in gold and silver. 

Q. Some mill agents do other business. 

A. Yes. 

Q. Do you thinkit gives enough time for tho managing agents to attend to the technique 
of the mills ? 

A. There are others expert in tho business. 

A. Mr. Shankerlal. —The managing agents are not required to look to the technique 
side or to work all the time. 

Q. It depends on the size of the mills they manage. Your mills being small they do 
not give enough occupation for a man of talent ? 

A. Yes. 

Mr. Majmudar. —In some places where the managing agents charge 2 per cent, on sales 
they also charge something on the purchase of cotton, cto. Do you also charge anything 
like that ? 

A. Nothing. 


Section V 
Mill Finance 

President .—You say there are a few caseB of over-capitalisation on this side. Which 
one are you thinking of ? 

A. Goenka mills. 

Q. What about the Goenka mills ? I notice they have got a capital of 10 lakhs—the 
same aB yours. They have got only 300 looms against your 820. 

A. We hove got 1,200. 

Q. When did you put the other 400 in ? My figures here are for 1925. 

A. It was under erection then. 

Q. You put them in recently T 

A. Yes., 

Q. That does not look like depression ? 

_ A. Yes, it is depression. If I put up a new mill it does not mean that thero is no depres¬ 
sion. If I increase the size of the mill tho overhead charges come down and necessarily 
we are muoh better off. 

Q. Quite so ; but one does not usually associate extensions with depression, 

A The machinery was ordered before the depression set in. 
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Q. When was it ordered 7 
A. 1924. 

Q. The depression began in 1924 7 Surety according to the Bombay millowners it 
began in 1923 or earlier. 

A. It was not felt on this side then. 

Q. You have doubled your spindles since that time 7 
A. Yes, since 1924. 

Q. Did you extend out of reserves or out of now capital 7 

A. Part of it was out of the reserves and part of it out of new capital. 

Q. What is your capital now f 
A. Ten lakhs. 

Q. It was ten lakhs then ? 

A. Probably those figures cannot be relied upon. There must have been some mistakes. 

A. Mr. Sitaram Khemka .—For 3 lakhs of rupees they got a mill. If you build a new 
mill to-day you won’t get 3 per cent, return. 

Q. When did the Goenka mills start ? 

A. Mr. Shankerlal .—Four or five years back. 

Q. In the boom time f 
A. Yes. 

Q. You say there was no unduly liberal distribution of dividends during the boom on 
this side of the country. Yours is rather a curious case. You distributed 20 per cent, 
in 1920,25 per cent, in 1921 and 170 per cent, in 1922 7 
A. Yes. The dividends were paid out of the profits. The profits for the boom period 
were large and the dividends too were comparatively large but they did not form a 
very large percentage of the profits. 

Q. In most cases the biggost dividend was in 1920. 

A. It was 25 per cent, in 1923. In 1914 we paid only 4J per cent., in 1915 4$ per cent., 
in 1910 4J per cent. So that during the war when overy other mill was making profits 
and paying large dividends we were not doing so but we were building up the reserves. 

Q. I am not criticising your distribution in any way. It looks to me perfectly sound. 
You waited until you recuperated and then paid one big bonus. 

A. Yes. 

Q. I consider that very sound. I am not criticising it in any way whatever. I am 
merely asking whether my inference from these figures is correct. Since then you paid 
42 per cent, in 1924 and 32 in 1925, so that, really you are doing very well. I do not wonder 
that Mr. Sitaram Khemka whose mill has not been paying Bince 1921 wishes he were in 
the same position. 

A. Mr. Sitaram Khemka .—We could not take advantage of tbo boom time. 

Q. When did Messrs. Birla take over the agency 7 
A. We bought this mill in 1922. 

A. Mr. Shankerlal .—These do not represent a very good profit on the actual outlay. 

Q. You say the system of obtaining loans exists to some extent but it is most unsound. 
Why do you think it is most unsound 7 

A. I think every business man will say, to put in one’s money in brick and mortar and 
plant and then be subject to heavy demands at any time is one of the most unsound 
policies. 

Q. How do you get your working capital 7 

A. Up till very recently we had the reserve and we had no need to borrow any money, 
but for the last two years 3in.ee putting up this new mill we feel the pinch and must borrow 
money from somewhere. The Indian banks arc financing us to a certain extent and now 
and then we get money from our own people. 

Q. You are using the short term loans to a certain extent now 7 
A. Wo have got to use it because there is no other resource. 

Q. But you do not like it ? 

A. No. 

Q. You say you consider it good policy to invest the funds of the industry in 
sound allied manufacturing concerns. The policy as a matter of fact was strongly 
condemned by the Bombay Millowners’ Association. I do not know whether you have 
understood what we meant by allied concerns. There was some misunderstanding 
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elsewhere and perhaps it has happened in your case also. What we meatat was, concerns 
under the same managing agent. " 

A. What I meant was this. Supposing ours is a cotton mill, and there is another 
eonoem manufacturing bobbins, pickers, lopes and other things which are used in the 
mill, then I would certainly consider it a good policy to invest the mill money if available 
in those concerns 

Q. Under the same managing agent ? 

A. No. Didn’t I say that managing agents of cotton mills should not deal in 
business allied to cotton mills. 

Q. I do not think you made it quite as definite as that. You say • the association of 
managing agents of a cotton mill with business other than cotton mills and allied business 
is not detrimental.’ Now, am 1 to understand quite clearly that you do not consider 
it a sound policy to invest the funds of one mill in another concern under the same 
managing agoncy ? 

A. I do not think it is a sound policy. 

Q. That is what I wanted to be clear about. 

Raja Hari Kishan Haul. —Isn’t it a fact that you want surplus funds in the buying 
season when you have to buy raw cotton ? 

A. What do you mean by ‘ surplus ’ ? 

Q. You want a great deal of running capital '! 

A. Yes. 

Q. We were told in Bombay that it is just at this time that they take these short term 
deposits and that it was found to be a more economical way of raising the capital than 
tying oneself down to a permanent loan ? 

A. I do not understand what you mean. 

Q. For instance, you have to buy raw cotton and you have to keep your money tied 
up for six months. For those six months you want more money than you have in hand. 
If you take short term deposits for six months at favourable rates of interest. 

A. What does * favourable ’ mean t 

Q. Low rates of interest. Comparatively low, lower than what you would have to pay 
for the whole year round. Then you repay these loans at the end of these six months. 
By that time you have sold your cloth. 

A. I think it is a very dosirnble thing if I can get money for six months at a lower 
rate of interest. 

Q. Would it not he better to pay interest for six months than for twelvo months ? 

A. There is one thing. When we have got to pay money early we have got to get rid 
of our cloth at times at very low prices, almost at a loss. 

Q. What I understood to be the practice of the mills in Bombay which go for these 
short term deposits is that they take money on one year’s fixed deposit and they so 
arrange matters that during these six months they have more money in hand than at other 
timeH of tho year and they can easily reduce their cash balance at the end of that period. 

A. It sounds very good on paper but I do not think it is practical. 

Q. We were told this by the mills which actually work the system. 

A. At this time of the year when cotton crop has come in the sale of cloth is very good. 
What money was locked up in cloth is free for the purchase of cotton. When the year 
rolls off, the stock of cotton diminishes so that the money is free. 

Q. I suppose conditions are somewhat different here. In Bombay the purchasing 
season is somewhat different from the season upcountry. 

A. Yes, the Bombay season begins later. 

Q. You think the system does not suit your conditions so much as it does Bombay 
conditions 1 

A. It does not suit us. I cannot say anything about Bombay. 

Q. You say ' the average rate of interest of 8 per cent, mentioned by the Bombay 
Millowners’ Association is very near the mark.’ Is that the rate at which money can be 
obtained here ? 

A. Yes, on the average. 

Q. The bank rate is at present about 4 per cent. 

A. Yes. I do not understand how the Bombay millowners can reconcile their figures. 
The average yearly bank rate is 5 per cent. 

Q. At present it is 4, and you say the average of 8 per cent, is very near the mark ? 

A, So far as we are concerned. 
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Q. You get your money at 8 per cent. V 

A. We pay about 8 per cent, on our loans on this aide 6f the country. 

Q. Whatever the bank rate may be ? 

A. No. 

Q. I wanted to know whether there was any relation between the bank rate and the 
rate at which you borrow ? 

A. There is no direct relation, but certainly a low bank rate is reflected in a low rate 
of interest. 

Q. Is it 2 per cent, or 1 per cent, above the bank rate ? 

A. Not that. I do not think there is any direct relation. 

Q. There is no direct relation between the bank rate and the rate of interest ? 

A. No, but certainly when tho bank rate is low it is reflected in the rate of interest, 
just to a very small extent. There is no definite proportion between them. 

Q. The bank rate only slightly affects the rate of interest ? 

A. Yes. 

Q. If the difference is so great, banks would not bo very wrong if they wanted, to 
charge a little more than the bank rate ? 

A. That is for the banks to decide.’ 

Q. You are demanding that tho banks should. 

A. When banks can give money to people on securities, Government securities or 
bank securities themselves, at 4 per cent. I do not understand why they should not be 
able to lend us money in that way. That is my contention. It is only a difference in 
security. In one case the security offered is guilt-edged security. In the other case 
it is a floating assets. 

Q. This 8 per cent, charged in the market is on fairly good security ? 

A. On the credit. They do not demand any material security. 

Q. Is that rate lower on hypothecation ? If a man hypothecates some property would 
he be able to get money at less than 8 per cent. ? 

A. I do not know. 

Q. You do not think so. He will still be charged 8 per cent.? 

A. I do not know. 

Q. I was trying to see whether this difference between the bazaar rate and the bank 
rate is not a justification for the banks asking ordinarily for something slightly higher 
than the bank rate on loans advanced for industrial purposes ? 

A. If a man can advance money at 4 per cent, rate of interest on Government securities 
I do not understand why he should not be able to advance money at 4 per cent, rate 
of interest on securities other than Government securities which are equally good. 

Q. Somebody has to decide that ? 

A. I ask the bank to give loans on Government security. When I give an equally 
good security why can’t they give the loan at the same rate ? 

Q. You want them to advance money at bank rato at very good margin. We want 
to find reasons for being a"ble to recommend something of that kind. 

A. Mr. Shankerlal .—The bazaar rate fluctuates. 

Q. You say it does not fluctuate. 

A. It does fluctuate. But it has no direct relation with the Imperial Bank. I am 
certainly not in favour of having money for two or three or four months. 

Q. For one year ? 

A. One year is a little better. I do not think it is right to have short term money ; 
and there should always be subject to the creditor’s note. 

Q, You do not think it is a handicap to have these two—the permanent bazaar rate 
of interest and the fluctuating bank rate. 

A. There are so many things. The bank wants statements. It is not so elastic. 
There is the security of durwans. Certainly you feel a little lowered. You give a 
personal security. 

Q. On the other hand, you must enable the bank to satisfy itself. 

A. Certainly, ou reasonable grounds. Satisfaction does not mean all these things. 
I do not see how a bank would be satisfied when lending money at 5 per cent, and not 
when lending money at 4 per cent. 

Mr. Subba Rao. —You objected just now to these mills taking money on short term 
deposits. 

A. Yes. 
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Q. For what purposes are they used ? Mostly for financing purchase of material like 
raw cotton, etc. Is it not 1 

A. I said that money which is to be for the installation of plant or putting in brick and 
mortar should not be money on short terms. 

Q. Therefore in addition to fixed capital, plant and machinery should be financed by 
share capital or long term loans or reserves. There should be no addition to fixed plant 
or buildings unless that be financed by share capital or your own reserve funds or by 
long term loans, say for ten or fifteen years. 

A. Yes. 

Q. Therefore there should not be as a rule any part of the block aoeount. uncovered by 
such long engagements ? 

A. Yes. 

Mr. Majmudar. —When does the cotton season start on this side ? 

A. In about 15 days from now. In the beginning of November and end of 
October. 

Q. And it lasts up to what period ? 

A. The end of March. 

Q. So you cover up your cotton between November and March ? 

A. Yes, for the whole year’s requirements. 

Q. The demand for yarn continues throughout the year ? 

A. Wc do not sell much yarn. But for all I know the demand fairly continues. 

Q. The demand is evenly distributed throughout the year 1 

A. It is not so. But at certain timeB of the year it is very good. 

Q. When do stocks accumulate ? 

A. Formerly the sales of cloth used to be just for two or three months in the year, 
towards Deepavali festival. But now the sales are fairly well all round except that they 
are a bit increased at this time of the year. 

Q. In November and December they are more 1 

A. Yes. 

Q. You are able to sell off your monthly production throughout the year ? 

A. Not now. 

Q. When are your stocks in cloth highest ? 

A. September. 

Q. And when are they at the lowest ? In December ? 

A. Yes, December and January. Usually at that time. 

Q. Do you take public deposits in small amounts ? Is it not the usual practice on 
this side to take deposits from outside peoplo 1 

A. Not usual. 

Q. If you are got ting deposits from the public at 5 or 6 $ percent, against 8 per cent, 
that you have to pay. 

A. I never said that I was paying 8 per cent. I said that it was just near the marke t 
rate. 

Q. In that case you would prefer public deposits ; or would you prefer big deposits ? 

A. The best course is to have money from the banks; and take as much as you like 
and whenever you like it and pay it o5 when you have surplus. 

Q. You mean an over draft account ? 

A. Yes. 

Q. Even there, there is the minimum clause arid a certain percentage above the bank 
rate and so on, and all that works out to a high figure. 

A. That is what I Was saying. That is what is most undesirable. 

Q. So from the business point of view if public deposits are available at a lower rate, 
it would not be a bad policy to take deposits from the public rather than pay a higher 
rate to the others. 

A. The best course would be to have a over draft account with the bank. 

Q. But if you can get money from the public at a lower rate ? 

A. That is not a better proposition than what I suggested. 

Q. From what point of view t 

A. From our point of view. 
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Q. If you are making a saving in interest, why should not that be done ? 

A. I do not think anybody can advance money at less than bank rate. An over draft 
account at the bank rate is by far the best. 

Q. Banks won’t agree to that rate unless you deposit Government securities or some¬ 
thing of that sort. 

A. That something is the liquid assets of the company that we want in this respect. 

Q. May be the liquid assets of the company or other securities ? 

A. That is what I was telling you all this time, 

Q. Generally the banks prefer to give on Government securities. 

A. Just take the ease of Birla Mills. They have got money from the Imperial Bank 
at the bank rate on the security of the cloth stocks. 

Q. They are in the bank godown ? 

A. They are in the mill godown. 

Q. There is a guard of the bank there ? 

A. No ward of the bank either. 

Q. But if those facilities are not available f 

A. Then make the best of a bad bargain. 

Q. Would you go in for public deposits if you are getting them at a lower rate ? You 
do not consider that to be a bad policy S That is what I am trying to find out. 

A. The best is the one I suggested. It is a, question which is the second best. 

Q. Which is it ! 

A. Certainly if you could get money at a fixed percentage, at a fairly cheap rate, for a 
long term it is quite good. 

Q. What do you mean by a long term ? Is a year’s deposit considered to be along term 
or a short term ? 

A. It is neither too long nor too short. 

Section VI 
Costs of Production 

President. —As regards cost of production, Section VI, Question 57, you say ‘ The foreign 
manufacturer has the advantage of (1) cheap stores; (2) cheap money; (3) oheap 
power; (4) efficient labour; (6) and lower capital cost.’ Which foreign manufacturer 
are you referring to ? 

A. I had chiefly in mind the English and the Japanese. 

Q. Take the Japanese, what is the ground for saying that they are having cheap stores ? 
Where do you learn that 1 

A. Mr. Silaram Kkemka. —We import Japanese bobbins. 

Q. Bobbins are made in this country. Have you tried them ? 

A. Yes ; we have tried them but they are no good. 

A. Mr. Shank^rlal. —Of course all the bobbins in my mills are Indian made. 

Q. How do you find them ? ' 

A. They are certainly cheaper in rate but they arc not so good. 

Q. What about cheap money ? What do you base your statement on, as regards 
Japan ? 

A. I think I saw in ‘ Capital’ that money is everywhere very cheap. It is exceptionally 
low in India at this time of the year. Perhaps this is the first time when the bank rate 
is so low. But usually it is higher than in many foreign countries. 1 think the English 
manufacturer was in my mind when I wrote this. 

Q. I want to be quite sure, because if you are thinking of the Japanese manufacturer 
we should like to have more particulars. 

A. So far as the Japanese are concerned, I do not think it. would apply equally well. 

Mr. Subha Mao. —In reply to Question 59 you say ‘By providing humidifiers tl- 
production can be increased by about 10 per cent’. Which departments are you referri: 
to ? 

A. Mostly weaving. But humidifiers affect the spinning too to a certain extent. 

Q. You get 10 per cent, increase in weaving due to humidifiers ? 

A. I cannot be quite sure, but certainly I think it is increased by about 10 per cent. 

Q. Does the cloth lose in weight when it is sent to the folding room after the ware 
house ? 
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Q. Certainly, yes. 

Q. How muoh of the 10 per cent, goes to weight ? ... 

A. If I get a little more than one piece of the same quality, the loss in weight does not 
come in at all. 

Q. You mean in yardage 1 

A. Yes. 

Q. So you get 10 per cent, increase in production in yardage 1 

A. Yes. 

Q. And in spinning ? 

A. Y.ou know in Dolhi we have got extremes of climate both as regards heat and as 
regards humidity. We have got to make artificial arrangements to keep the temperature 
at the right level. Sometimes when the weather is dry, the machines will not run, so 
that we have got to give humidity to make them run. Tf there is no humidity probably 
they will never run. So that a statement like an increase of production on account of 
humidifiers will be a very hold statement. Certainly, it helps working in certain times 
of the year. That is all what I can say. 

President. —As regards your raw material, how do you purchase it ? Have you to 
purohse for a year ? 

A. For the whole year, during the cotton season we purchase cotton for the whole year! 

Q. You get the Punjab American’in what months ? 

A. December, January. 

Q. You buy enough for one year ? 

A. Yes. 

Q. And the same with Broach ? 

A. Yea. 

Q. How do you buy ? Through your agents ? 

A. I have got agents there and then I send my own representative from here. Ho 
sees to the best stuff and the rates. 

Q, Do you the same, Mr. Sitaram Khemka ? 

A. Mr. Sitaram Khemka. —Yes. Wo generally buy seed cotton and get it ginned at 
factories. 

Q. Have you got ginning factories ? 

A. No. We get it ginned at the outside ginning factories. 

Q. Do you the same Mr. Shankerlal ? 

A. Yes. Sometimes the course differs. 

Q. Are you able to do any hedging at all ? 

A. We do not go in for speculation. 

Q. Hedging is not speculation. In fact it is the opposite. Hedging is insurance 

A. We do not do that. 

Q. Take the present position. If you had a large stock of Broach cotton on hand 
it means that by hedging a loss of perhaps Rs. 40 per candy would have been avoided. 

A. I do not think the rate of Broach cotton has fallen so much. 

A. Mr. Sitaram Khemka. —If the market advances, then we will lose. 

Q. In that ease, you would hedge that too, to ensure against any fluctuation. 

A. It leads to speculation and we do not want to do that. 

Q. It would be a little difficult for you to hedge, I suppose. 

A. Mr. Shankerlal. —Yes. 

Mr. Maj-mndar. —In reply to Question 62, you say 1 Information which is placed at 
the disposal of the foreigner by his Government’. Will you please amplify that state¬ 
ment ? 

A. It does not need any explanation. It is plain enough. For instance, the price 
of cotton in the American market has been fluctuating very widely and it affects the 
price of Indian cotton. If we had a fair crop certainly there would not be so wide a 
fluctuation. The prices of Indian cotton are governed by prices in America. We do not 
have authentic information about the American crop. 

Q. Do you suggest that the Japanese Government gives authentic information to 
the Japanese mills 1 

* I think so. 
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President. —Then you are making a somewhat startling statement. I do not think 
you quite realise the implication of your statement. Your statement amounts to this, 
that the Japanese Government are able to obtain from America authentic information 
whereas the information published by the American authorities is incorrect. 

A. Unfortunately the facts are so, without meaning any allegation against anybody. 

Q. You are making a serious allegation which I think you would find it extroardinarily 
difficult to substantiate. I for one, should find it extremely difficult to believe that 
the Japanese are in a bettor position to obtain information in regrard to the true state 
of the American market than is Lancashire. 

A. I simply mean that, the information about foreign cotton is so very meagre and 
poor in India and we have to depend on world fluctuations and if we had good inform¬ 
ation as I think other Governments give, it would be better. 

Q. The information available here in regard to the state of the American crop is as good 
as it is in Japan. 

A. I have no reason to doubt your statement. 

Q. There are various ways of obtaining information about the American crop. There 
are published in Lancashire—we are as a matter of fact subscribing to them ourselves 
—various reviews such as Tattersalls which can easily be obtained and are obtained 
by the Bombay merchants. 

A. I am not making any allegation against anybody. I simply meant that the prices 
of cotton fluctuated so much and depended very much on American markets, so that 
if we could get better information it would certainly help us in the purchase of our 
cotton. 

Q. There are faults on tho part of the American reporting agency which they are 
apparently doing their best to rectify, but I do not think that the foreigner, as you call 
him, is in any better position to obtain authentic information about the American crop 
than the Indian merchant. 

A. I do not know. 

Q. I think Mr. Majmudar would agree with me. 

Mr. Majmudar. —Perhaps the Japanese firms might have an arrangement to get 
crops estimated by their own men. 

A. That was what I was thinking. 

Mr. Majmudar. —That would be done by the Japanese firms trading in cotton in 
America and not by the Government. 

President. —We now come to the question of labour. You say ‘ the new Factory Act 
of 1922 has reduced the spinning and weaving production by about 12 per cent, and 15 
per cent, respectively ’. Your figures seem to vary considerably from those produced by 
the Bombay Millowners’ Association. We should like to know the reasons for the 
difference. The Bombay millowners told us that the spinning production has gone down 
by 16 per cent, and their weaving production by 10 to 12 percent., almost exactly tho 
opposite. Why is that ? 

A. Mr. Shankerlal. —I have got the facts. I have got to face the facts about production 
in our mills. And then commonsense says that the production of weaving must be lower 
than in spinning, bcoause in spinning you take off the doff as soon as it is ready, within 
half an hour or so. In weaving on the other hand you cannot just weave half the cloth 
and leave the other half. Tho production in weaving is considerably lower than the 
production in spinning owing to this Factory Act. That is what I was driving at. 

Q. The Bombay millowners say that the efficiency in spinning was in no way affected 
by the reduction, because the machine goes at just the same speed whether the hours 
are 10 or 12 and therefore turns out exactly the samo per hour so the reduction was 
16f per cent. You say that it is not so with you. 

A. Mr. Hilaram Khemlca. —I differ from Mr. Shankerlal. My figure is just like Bombay’s. 

Mr. Majmudar. —Is it because you are spinning different counts and producing 
different qualities of cloth ? 

A. It may be due to that. 

Mr. Subba Sao. —Do you produce different counts ? 

A. My experience is that there is more difference in spinning than in weaving. Spinning 
is reduced in proportion. 

Q. Is there much difference in counts between you ? 

A. Not much. 

Q. Then that won’t explain the difference as between you two. 

Mr. Majmudar. —When did you take figures ? 

A. Immediately before and immediately after. 
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Q. Can you give us the figures for the same oounts and tho same qualities of cloth t 

A. That would be difficult. 

President. —As regards the number of spindles looked after by one spinner you say a 
competent spinner can mind about 200 spindles. Ishedoingit ? How big is your frame ? 

A. Weft 364 and warp 420. We take both on average. 

Q. Then he looks after half a frame in each case ? 

A. Yes. 

Q. If he looks after 210 weft spindles can’t he look after 210 warp spindles ? 

A. Mr. Skankerlal. —No. 

Q. Why ? I cannot quite understand why the number of spindles a man looks after 
should be limited by the size of the frame. Cannot you divide a frame up ? 

A. There is such a thing as the layout of the machine as well so that it will be difficult 
to accommodate machines of a different length in the same building, 

Q. But could not put instead of putting two men to a frame, three men to look after 
two frames ? 

A. No. 

Mr. Majmudar .—The point is this. Four Bides are looked after by four people. 
Instead of that if you could keep three people and ask them to mind four sides, 
would that not work ? 

A. That is not practicable. 

Q. It is being tried in one of the Southern India mills. 

A. With what success ? 

Q. Satisfactory so far. 

A. Is it working satisfactorily ? 

A. Yes, we were told so. 

A. When did they try it and what is the production ? 

Q. It is under trial. 

A. When did they start the trial ? 

Q. Recently, 

A. There has been no fall in production ? 

Q. The experiment is under trial. 

A. Mr. •Sitaram Khemka .—It is only in an experimental stage t We should think 
the production will fall to a certain extent. 

President. —Try it and see. 

A. Thanks very much for the suggestion, but I do not think I can. 

Q. You may be compelled to do things like that. 

A. I would do many things if they wore only possible. 

Q. You do not go in for coloured, dyed or bloaohed goods in Delhi ? 

A. No. 

Q. Your statement of wages which you have given in answer to Question 68 is very 
interesting. I notice that your weaving wages have gone up singularly little in proportion 
to some of the other departments. On what principle is your increase given V Tako 
your blow room. The blow room wages are double and the card room wages are lithe 
of what they were. In tho frame department, per hank, the rate is more than double, 
in the mule department it is 1£ times as much, in the ring department it is 2£ times 
as much, in the reeling department it is l$ths, in the winding department it is 3 3 ths, 
in the warping department it is 3*lhs, in the sizing department it is 21 times as much 
in the drawing department it is just double and in the weaving department it is less than 
30 per cent, more than it was in 1914. There are very marked differences between 
the figures. 

A. It would be difficult to explain each of these rises, but certainly some of them can 
be. At least an attempt can be made to explain them. The blow room increase is duo 
to the general increase in the cost of labour. A coolie can get more, about 16 to 18 annas 
by doing simple labour, so that the wages of theblowroom operatives have to be increased 
in proportion. There has not been much increase in the card room. Next in the frame 
department the increase has probably been more since the inauguration of the Factory 
Act because in this department we are paying by piece-work so that the number of hanks 
turned out on a frame has diminished on account of the reduction of working hours and 
to make the workmen work on a fairly good remuneration it was necessary to increase 
the wages. In the mule department there has not been much increase: in the rino 
department the increase can be attributed to the fact that there was practically no ring 
department in Dolhi in 1914. ' 
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Q. In all mills ? 

A. Probably in all mills. If at all thero were a few frames. Then in reeling there 
lias not been much increase. 

Q. Winding and warping are the two most extraordinary cases. Arc the figures right 
for warping ? Rs. 50 seems very high. 

A. In some cases they get more than Rs. 50. I know some are drawing more than 
Rs. 60. 

Q. They are getting higher wages than others ? Your increase in wages in the weaving 
department has been much less than anywhere else ? 

A. In 1914, probably the warpers were earning very low wages. 

Q. They have gone up less than 30 per cent. In some oases they have gone up 250 
per cent. Is there any explanation why you have been able to keep weavers’ wages 
down like this ? 

A. Probably the weaver is the best paid man in the whole show. 

Q. But the increase he has obtained is very low. 

A. In 1914 we were not weaving the same counts of cloth as we are weaving to-day. 
We are weaving closer reed and pick cloth, which meqps lower production. 

Q. How does the production in 1914 compare with the production now? How many 
pounds a day could the weaver turn out in 1914 compared with what he is doing now ? 

A. I have not got a good idea. 

Q. A general idea ? 

A. If you see tho figures in 1914 there were very few looms, so that wages then were 
more than what thoy should have been at that time. 

Q. That is quite a reasonable explanation. 

A. And now we have got 2,500 looms. 

Q. What is the average production ? 

A. Per day per loom ? 

Q. Yes. 

A. About 20 pounds. 

A. Mr. Sitaram Khemka.—lt is khadi. 

Mr. Subba Rao. —Each porson minds two looms ? 

A. Yes. 

Mr. Majmvdar. —Twenty pounds is the average production ? 

A. It is khadi. 

Q. Tho rates given are for khadi ? 

A. Yes. 

Q. What is the average wage 1 
A. Of a weaver ? 

Q. Yes. 

A. About Rs. 40 for people who are working on two looms and about Rs. 22 to Rs. 25 
for workers of one loom. It is the average. 

President. —You say in Bombay labour is not migratory. I do not think the Bombay 
millownors would agree with you there. 

A. Mr. Shankerlal. —Probably not. It is a question of degree—this migration. 

Q- Do you find your labour very seasonal ? You do apparently ? 

A. Yes. 

Q. Do you provide any housing accommodation for your work people ? 

A. Mr. Sitaram Khemka. —We do. 

Q. For bow many do you provide ? 

A. For about 50 per cent, of the labour. 

Q. You will be able to show us some of the chawls ? 

A. Yes. 

Q. You say the Factory Aot has increased the overhead charges by 20 per oent.? 
A. Mr. Shankerlal. —Yes. 

Q. I do not see how it oould have done that. You say it has increased them because 
of the cost of coal, insurance, etc. 

A. Because we have got to keep our boilers warm all the 24 hours and have to work 
for only 10 hours instead of 12. 



Q. It increases the cost of ooal relatively to production. I take it that iB what you 
mean ? 

A. Increases the overhead charges for a pound of cloth by 20 per cent. 

Q. Surely it has not increased the cost of coal by 20 per cent.? And then you mention 
insurance, wages and interest. I should like you to work out the figures. 

A. One thing is that production is very low. 

Q. The production has gone down by 15 per cent, according to your figures. But 
your charges have also decreased ? 

A. Decreased for what ? 

Q. For coal. They have actually decreased for coal. You speak of insurance and 
interest, etc. I cannot see that any of thoso charges has gone up 20 per cent. 

A. The coal bill has gone down but the cost of coal per lb. of cloth produced has gone 
up. We have got to pay the same amount of insurance. Then wages have not gone 
down. 

Q. Your weavers’ wages have gone down ? 

A, Yes, the piece-workers. But what percentage do they form of the total labour 
force ? 

Mr. Majmudar. —Which is the highest count that you spin ? 

A. I used to spin 30s. Now wo are doing 24s. That is the highest. 

Q. That is on ring frame I take it ? and what is the lowestyou spin on the ring frame ? 

A. 13s 10s too sometimes. 

Q. At present each spinner minds the same number of spindles whether you arc spuming 
13s or 24s ? 

A. Mr. Sitaram Khemka. —We increase the number of boys when spinning coarser 
counts. 

Q. You do increase the number of boys when spinning coarser ? 

A. Yes. 

Q. In reply to Question 69 you say the average weaver’s wage per lb. of standard grey 
cloth is nino pies, whereas you told us that 0 pies is the rate for khadi 1 

A. Mr. Shankerlal. —That is a discrepancy. That is a typographical mistake. 

President. —Do you consider that depreciation should be the first charge on profits ? 

A. It should be part of the cost of production. 

Q. The principle you follow is that your managing agent gets commission after deprecia¬ 
tion has boon deducted ? 

A. Yes. 

Q. What fee do your auditors get ? 

A. Rs. 1,000 and a little more. 

A. Mr. Sitaram Khemka. —Rs. 500 for each audit. We have got two audits in a year. 

Raja Hart Kishan Haul. —You propose 7^ per cent, depreciation on account of 
machinery. 

A. Yes. 

Q. And on buildings ? 

A. Five per cent. The incomo-tax department allows 2|. 

Q. And you want ? 

A. Wo want 5 per cent. 

Q. You want 5 and 7J per cent. ? 

A. Yes. 

A. Mr. Subba Rao. —You say the amount of depreciation should be credited under a 
separate head and utilised for renewals, etc. Would you approve of the funds being 
used for extensions ? ° 

A. No. 

Q. Do you regard it as sound or unsound ? Suppose you have accumulated a depre¬ 
ciation fund, would you use it for having more looms and spindles and extending 
your building ? 

A. It would be better if the amount of depreciation is kept reserved for renewals and 
replacements only. 

Mr. Majmudar. —You would debit the renewals and replacements of machinery and 
buildings to the expenditure side of the profit and loss statement every year ? 

A. Yes. 
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Q. Do you utilise the amount of depreciation for purposes of renewals and replacements 
of machinery ? 

A. I never said we are doing so. I said it should he done. 

Q. Suppose you put in a capital of Rs. 100. You take out the depreciation amount, 
say Rs. 5 a year with the idea that after 20 yearB you may be able to put in new 
machinery when your machinery does not work economically or is obsolete. If you go 
on spending money for renewals and replacements out of this fund, at the end of 20 
years you will not have a sufficient amount on your hands to replace the machinery 
whioh has become obsolete or depreciated. 

A. Quite. If you see our balance sheets you will find that we have debited repairs to 
machinery to the debit side. 

Q. So the amount spent on renewals, etc., should be debited to the expenditure side 
and not to depreciation fund ? 

A. Renewals and replacements. 

Q. By replacement of machinery I mean the replacement of parts, not tho whole 
machine. Of course they buy the whole machine out of depreciation fund. If a machine 
is replaced certainly, it should come out of the depreciation fund but otherwise 
it should he shown on the expenditure side. 

A. Quite. 

Q. And the amount to the credit of depreciation fund should be used in the purchase 
of new machinery only ? 

A. Yes. 

Raja Uari Kishan Kavl.. —You say “An additional 10 per cent, is added on to the price 
of tho goods ex-mill for cartage, railway freight, etc. Can you give us any idea of how 
muoh the middlemen’s profits are out of this 10 per cent.? 

A. Nearly 2J per cent. I think. 

Q. All the middlemen together ? 

A. Per middleman. 

Q. How many middlemen are there ? 

A. Usually two. In our ease there are two. 

Q. That means 5 per cent. ? 

A. Yes. 5 per cent, for middlemen’s profits and 5 per cent, for the rest. 

A. Mr. Shankerlal. —In our case thero is only one middleman. 

Q. You have got a commission agent, a guarantee broker or some other sale agent ? 

A. No. 

Q. You sell your goods yourself ? 

A. Yea. 

Q. You do not pay any commission to anybody ? 

A. We sell direct to merchants in Delhi, and outside Delhi we have got commission 
agents. 

Q. How much commission do you pay ? 

A. Usually it is Re. 1-9-0 per Rs. 100. 

Q. Then this wholesale dealer to whom you sell the goods, ho sells it to other wholesale 
dealers ? The Delhi wholesale dealer sells to other wholesale dealers who pass it on to 
others ? 

A. Mr. Sitaram Khernka. —We have got a shop here. Outside people come and buy 
from us. They do not sell here to wholesale merchants. 

A. Mr. Shankerlal. —We have got a shop also. We sell to anybody who comes there. 

Q. Whether he is a retailer or wholesaler ? 

A. Yes. 

Q. Isn’t it the wholesaler who buys mostly ? 

A. Mostly it is the outside people who come there. 

A. Mr. Sitaram Khemka. —Petty shopkeepers from outside. They go into the villages 
and sell. 

Q. He makes 2£ per cent, profit to which should be added 21 per cent, in case of sales 
outside ? 

A. He also pays discount. 

Q ; So it oomes to 4 to 5 per cent, middlemen’s profits and 5 per cent, on account of 
other charges ? 

A. Yes. 
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Section VII 
Remedial Meas ures 

President. —First of all, what are you in favour of, a duty on all piece-goods ? 

A. Mr. Shankerlal. —All piece-goods. 

Q. To what extent ? 

A. About 13 per cent. 

Q. Making it 25 per cent, altogether ? Supposing you put a 25 per cent, duty, do you 
admit that it is bound to raise the prices ? 

A. Not much. 

Q. If it does not raise tho prices, of what use is it going to be ? 

A. It will raise the prioes to a slight extent. 

Q. If it does not raise the prices substantially, how is it going to help the millowners ? 

A. Mr. Sitaram Khemka. —It will raise the price of imported cloth. Wo do not get 
the advantage to tho extent of 13 per cent., because there will be internal competition 
and most of the stocks at present held will be sold and we can have advantage to the 
extent of 5 or C per cent. 

Q. You think you will get about half the advantage ? 

A. Yes. 

Q. Supposing yon raise it only by 6 per cent. ? 

A. We cannot sell if it is raised by 6 per cent. 

Q. Then what is the use of a duty ? 

A. Mr. Shankerlal. —The first effect of the duty will he to clear off the stooks. 

Q. How ? 

A. Because the prices of the imported goods will necessarily be increased and all the 
imported goods will be displaced by the Indian made goods. 

Q. Tf you cannot sell them at present- prices, how can you sell them then ? 

A. The sale is there. It is a question of cost. The imported goods now displace the 
Indian made goods. When there are no imported goods to compete or in other words, 
the imported goods are coming in at higher prices, only the Indian cloth will be in demand. 

Q. But if it is not in demand at the presont prices, how is it going to help you ? 

A. Mr. Sitaram Khemka. —It is because the imported cloth is there. There is demand 
for all piece-goods—dhotios, etc. But whether the merchant buys the Indian made 
dhoties or the Japanese dlioties, that dopends upon the choice. When you have no cheap 
English made or Japan made dhoties, he will have to come to the Indian made 
dhoties. 

Q. You consider then that an increase of 6 per cent, in your present prices would be 
sufficient to compel the Indian consumer to take to Indian made goods in preference 
to imported goods ? 

A. Yes. Because the imported goods will be raised by 13 per cent. 

Q. But you say also that the purchasing power of tho ryot has decreased owing to 
the appreciation in the exchange. If that is so, what justification is there to compel 
him to pay more for the cloth ? 

A. If Indian industries are, to bo encouraged, it must be done. 

A. Mr. Shankerlal. —He pays the same prices; whether it is foreign or Indian cloth, 
that does not matter. 

Q. If his purchasing power has decreased, why do you propose to compel him to pay 
more for such cloth as ho buys ? 

A. He won’t pay more for his cloth, 

Q. He will pay 8 per cent, more according to your calculations. 

A. I only said that the imported goods would be prohibitive in price and tho level 
of prices of the Indian made goods will not increase. 

Q. But you say that it will increase by 0 per cent. 

A. Mr. Sitaram Khemka. —That is my contention. 

Q. You now say it will not increase at all ? 

A. Mr. Shankerlal. —It will increase for somo time. 

Q. Then the only way in which the millowners are going to gain is by V 

A. Clearing of stocks at present. 
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Q. You propose that the duty should he on all yam of counts below 30s. Is there 
very much of yam of counts coming below 30s 1 

A. I should say 40s, to be on the safer side. 

Q. If you make it 40s, won’t that have a bad effect on the handloom industry 1 
You would raise it by 10 at one stroke in order to be on the safe side. 

A. No; it won’t affect the handloom industry. 

Q. Why not ? They use a good deal of yam of counts between 30s and 40s. 

A. Above 40s. and up to 60s. 

Q. In any case if you exempt yarn above 40s, won’t that enable the handloom industry 
to place itself in a favourable position relative to the mill industry 1 

A. I do not follow. 

Q. If the handloom industry has to pay no duty on yam above 40s won’t it be in 
a considerably more favourable position to compete with the mill industry in cloth of 
counts below 40s 7 

A. After all there is a good deal of handloom doth woven above 40s. 

Q. If there is no duty on yam above 40s, will not the handloom industry be in a position 
to sell its finer goods cheap and will they not displace the mill made goods to some 
extent ? 

A. Mr. Sitaram Khemka. —The Indian mills do not manufacture over 40s generally. 

Q. Do you want to keep out all British and Japanese cloth and replace it by coarser 
cloth ? 

A. There must be some foreign competition. 

Q. You want to have a prohibitive duty T 

A. It is not very prohibitive. 

Q. You said a prohibitive duty. 

A. It is only reasonable, not prohibitive. 

Q. In any case, you say in answer to Question 106 “ It will not appreciably increase 
the price of cloth oxcept probably for just a time as the cut-throat policy of the Indian 
mills will act favourably for the consumer.” But if the cut-throat policy of the Indian 
mills is going to keep the prices down for the consumer, what is the use of a duty ? 

A. Mr. Shankerlul. —Instead of having accumulation of stocks, the whole thing will 
be cleared and there will be expansion of the industry. 

Q. You want a duty in order to enable you merely to clear the stocks. Is that so ? 

A. The rise in prices will come later on after the clearance of stocks. 

Raja Hari Ktenan Kaul. —You say Indian mills generally do not weave cloth from 
counts higher than 40s. When you propose that yams above 40s counts should be 
exempted from import duty, why would you not exempt cloth woven from yam above 
40s ? 

A. Mr, Sitaram Khemka. —Just as an encouragement for the handloom industry. 

Q. But is it not a fact that the handloom industry confines itself to lines different 
from those which are pursued by the mills ? 

A. The handloom industry generally means finer counts. 

- Q. And those varieties are different from the varieties produced by the mills ? 

A. By the Indian mills. 

Q. Also the foreign mills. You are not going to tax yam above 40s. But if no cloth 
is being produoed in yams over 40s, why should you impose a duty on cloth of counts 
higher than 40s ? 

A. The mills do not generally produoe cloth over 40s. The handloom industry does. 

Q. The handloom industry does not come in competition with the mill industry so 
far as the finer oounts are conoemed ? . 

A. The imposition of duty on cloth of counts above 40s will give an impetus to the 
Indian mills to go in for finer stuff. 

Q. At present you say there is no such production. 

A. A* present; but if you put a duty ? 

Q. Before you begin to produce these finer qualities of cloth you make it more expensive 
for the consumer ? 

A. If it is protected from the beginning ? 

A. Mr. Shankerlal. —It affects a Very few people. You see our answer to Question 
106. “ The third class of consumers are in a microscopio minority and are very rich 
people who can afford to pay even a little higher price for their requirements.”, 

MO v 422—38 
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Q. Quite right. But you want to penalise those people who are using the finer goods 
without being able to produce similar qualities of cloth. Is there any justification 
for that 1 

A. Only this justification ; first of all I refer you to our answer to Question 11G 
“ for subsidising Indian mills weaving yarn above 30s counts. This will induce the well 
equipped mills to take to finer spinning and weaving and thus avoid keen competition 
with the upcountry mills which are weaving coarser goods. ” 

Q. Do you know that at present some of the mills have begun to weave finer oounts, 
because they find it more profitable ? 

A. I do not know if they find it more profitable. 

Q. Even under present conditions they find it more profitable. 

A. I do not know if they are working profitably. 

Q. I want to know whether you are aware of thiB. 

A. I do not know if they are working profitably. 

Q. In that case their position will not be any the worse if they went to finer counts. 
If oertain mills have taken to weaving finer counts and they are doing it profitably at 
present in the present state of depression, they will continue to do so eyon when any. 
additional duty on doth woven from finer counts is put. 

A. Quite. But the only thing is that at present they are not working as profitably 
as to induce othor mills to go in for finer counts. 

Q. The other mills do not know that thoy aro working profitably. It is their businoss 
to find it out. 

Mr. Subha Eao. —Your demand for protection, I suppose, is a mere replica of the demand 
of the Bombay people ? You have not worked out any special figures yourselves. 

A. Yes. 

Q. You merely aocept their figures ? 

A. Yes. 

Q. So when you demand protection of II plus 13 or 24 per cent,, it is merely based on 
general impression. You aro not basing your calculation upon any ascertained facts ? 

A. No. 

Q. Is it not, therefore, making a big demand on the Indian consumer unless you know 
what the actual disability is ? You are asking for protection, but you are not supplying 
any figures on the point. How do you expect the consumer to bear the burden unless 
you tell him why he should bear it ? 

A. I quite Bee the point. We have got no reason to disbelieve the figures of the Bombay 
Millowners’ Association. 

A. Mr. Sitaram Khemka. —If you want to protect the textile industry, you must 
have a protective duty. 

Q. T am speaking of the measure of the protection you have asked for. 

A. Mr. S'hankerlal. —We have no reason to disbelieve the figures of the Bombay 
Millowners’ Association. 

Q. They give 5 per cent, for difference in labour conditions, 8 per cent, for exchange, 
and that means 13 per cent. 13 plus 4 is 17 and you have 11 per cent, already. Now why 
do you want 27 J per cent, which is the maximum they want ? 

A. Mr. Sitaram Khemka. —Wo aro working under the same disabilities as the Bombay 
mills do. 

Q. You have got 11 per cent, already. 

A. We know. But the condition is, had there been no duty, the mills would have 
gone into liquidation long ago. 

Q. Therefore you have some protection already ? 

A. That is nothing. 

President. —If 11 per cent, is nothing, 25 per oent. is nothing. 

A. When 25 per cent, is not sufficient, we will demand more. 

Mr. Subba Poo. —That must be based on some calculation. 

A. Mr. Shankerlal. —We are working under the same conditions as Bombay people and 
in some case even under more disadvantages. We have no reason to think or to suggest 
any modification. 

Q. But several of your mills are not suffering now. You are deolaring dividends. 

A. Who says so ? 

Q. We are taking your own figures. 

A< This dividend is calculated on the share capital of the company which h very low. 



Q. Ten per oent. on the total block account is declared by Sir N. N. Wadia to be a 
reasonable reward in the cotton industry. 

A. Do you see that the land is valued about Rs. 10,000 ? In the balance sheet the 
assets are very muoh under-valued. 

President .—Why do you propose a 6 per cent, export duty on cotton t 

A. It would lower the price of cotton. 

Q. How would it lower the prioe of cotton ? To whom ? 

A. To the Indian mills. 

Q. How f 

A. There would be the export duty. 

Q. The price of cotton is, as you have said just now, fixed by world conditions. 

A. Mr. Sitaram Khemka .—When there is 6 per cent, duty, certainly the Indian mills 
will get the cotton cheaper. 

A. Mr. Shankerlal .—Any way, the foreign competitors will get at higher prices. 

Q. No; they would not. They would get it at the same price. 

A. The Indian manufacturer will pay £1 for his one maund of ootton purchased. 
But this is not in oase of the foreigner for the Indian oultivator will not get £1 for his 
maund of cotton sold to the foreigner. He will get less to the extent of the export duty. 
The duty will be ultimately borne by the purchaser. 

Q. If he gets less to the extent of the export duty, it does not moan that the foreign 
consumer will pay more. That is my point. You said a minute ago that the foreign 
consumer would have to pay more for this cotton. Now you say that the Indian 
oultivator would get less. 

A. The position is this: that the Indian cultivator has got to sell his cotton to the 
foreigner and to the Indian mill equally. The foreigner will buy cotton wherever he 
finds it cheap. There are very few countries which produce, say, such poor cotton 
as the Indian cotton and so there is not much foreign competition in the prices of Indian 
ootton in outside markets. The prices of Indian cotton will be dictated by the Indian 
oultivator and not by the manufacturer. 

Q. Is the argument is that the Indian cotton being poor cotton has a special value 
of its own ? 

A. Yes; and it would command a Bale even at a little higher prioe. 

Q. It depends on what you could substitute for it. 

A. I do not think there is any profitable substitute for the Indian cotton. 

Q. The lower grade Amerioan cotton particularly. And cotton from China and 
Koroa, etc. 

A. But is it sufficient to cope with the demand ? 

Q. In any case, how is the 5 per cent, duty going to help ? Can it make any real 
difference f 

A. Not to the outsider. 

Q. It makes a difference to the cultivator ? Why should you penalise the cotton 
oultivator for the benefit of the cotton industry ? Why should you penalise one class 
of cultivators alone ? 

A. But does it penalise to any great extent f Then the ootton crop is still the most 
paying orop. 

Q. It penalises him to the extent of 5 per cent, as you said just now. 

A. The Indian cultivator dictates his prices to the outsiders. 

Q. How can he dictate his price to the outsiders when you tojjl us already that the 
prices of Indian cotton are fixed by the American ootton ? If that is so, it is the American 
cotton which fixes .the prices of Indian cotton and the Indian cultivator has nothing 
to do with it. However, we will pass on. You suggest a bounty on Indian yam 
and cloth exported to foreign countries ? 

A. Yes. 

Q. That would mean subsidising a few mills. 

A. Yes. 

Q. Why should you pick out a few mills for subsidy I 

A. There may be many more later on. 



598 


Witness No. 103 

THE MANAGERS OF THE MILLS IN SHOLAPUR TOWN 

Written Statement dated the 25th October 1926 

The Indian ootton mill industry has bean passing through a period of unparalleled 
depression. The mill industry in the mofussil has to face an unfair competition with 
the industry in sea-coast towns as it has to pay higher rates of freight on its raw materials 
and the finished products. This has been admitted by the Railway Board in their letter 
No. 1391-T., dated the 17th March 1926 (Annexure A). The mill industry is thus systema¬ 
tically penalised for the benefit of sea-coast towns with the result that the legitimate 
expansion is retarded. We ha vo further to bring to your notice the faot that the Sholapur 
mill industry in particular fared worst in this respect and it has to pay very high rates 
of freight on almost all the raw materials and finished produots, as oompared with other 
industrial centres in India. It is a well-known fact that one great thing which helps the 
Japanese competition with the Indian industry on its own grounds, is the cheap freights. 
India has got all the necessary raw materials and men for the development of a full-fledged 
ootton industry and the memorialists appeal to the Tariff Board to recommend the re¬ 
adjustment of railway freights in such a way as to lead to the development of this most 
important nascent industry. The Millowners’ Association of Bombay has pointed out 
in its written statement that the cost of freight per bale of cotton from Bombay to Kobo 
both ways oomes to Rs. 16-4-0 for a distance of 6,000 miles as against Rs. 16 from 
Bombay to Sholapur for a distance of 283 miles. Wo beg to append various statements in 
support of our contention:— 

(1) Cotton in Full Pressed Bales. —Mills at Sholapur are importing cotton chiefly from 
the Nizam’s districts, such as Karkhelji, Nanded, Puma, Jalna, Latur, and also from 
Ahmednagar, Bijapur, Bagalkot, Oadag, Hubli, Kudchi, Sangli and Miraj. Sometimes 
from Bombay also. The rates oharged by the railway at present are very high as compared 
to the special rates charged for'cotton imported into Bombay from cotton centres. 

We are enclosing herewith statement (Annexure B) showing the rates for cotton in 
full pressed bales imported into Sholapur as against those for Bombay and other upcountry 
centres—Statement (Annexure C). We request that special station to station rates 
should be charged for imports of cotton in Sholapur. We have again to point out that 
no owner’s risk rate la charged for cotton on N. G. S. Railway. 

(2) Loose Cotton. —Special station to station rates should be given for loose cotton that 

is imported into Sholapur from Bijapur, Kurduwadi, Barsi, Latur, Bagalkot, Gadag, 
Hubli, Ahmednagar and Jour. At present the rate charged is for a minimum weight of 
120 maunds. It should be for 81 maunds. We enclose statement (Annexure D) to show 
the present rates oharged. So, as stated above special station to station rate should be 
oharged on the basis of rates between Cawnpore and Saharanpur, i.e., 35 pies per maund 
per mile. ' ' 

(3) Coal.— Coal is imported from the Singareni collieries as well as from Chanda and 
Bengal collieries. The rates oharged from these oentres to Bombay are much cheaper 
than the rates oharged from those plaoes to Sholapur as detailed in Statement 
(Annexure E). We propose it should be 2’03 pies per ton per mile in all eases. 

(4) Machinery. —Machinery is charged at 2nd class owner’s risk rate, i.e., -46 pies per 

maund per mile, and 4th class railway risk rate, i.e., at -66 pies ; other centres, however, 
are given special rates as mentioned in Statement (Annexure F). Wo therefore propose 
that the ratesfrom Sholapur to Bombay for machinery should be as under:_ r 

Bombay to Sholapur—Distance 283 miles—Rate per maund 4 annas, i.e., 
■22 pies per maund per mile. 

(5) Farina. —Before 1922 this material was charged from Bombay to Sholapur at 2nd 

class rate, i.e., ■ 38 pies per maund per mile ; since then it is being oharged at the same class 
but at the enhanced rate of -46 pies per maund per mile owner’s risk, and at -66 pies 
per maundpermileatrailwayrisk. We therefore propose that the material should be 
aooepted from Bombay to Sholapur at 1st class rate, i.e., -425 pies per maund per mile 
and at railway risk. ^ 

•(8) Sa QO Flour —At present this material is oharged at 2nd class rate at railway risk. 
We propose it should be charged at 1st class rate railway risk, i.e., at • 425 pies per maund 
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(1) Chloride of Magnesium.— This is oharged at 2nd class railway risk fate, <■«., -46 
pies per maund per mile ; other stations are given low rates as mentioned in statement 
(Annexure G). We therefore propose that the material should be charged from Bombay 
to Sholapur at • 17 pies per maund per mile as between Kharaghoda and Sarai Rohilla 
via Delhi. 

(8) China Clay. —This material is oharged at 2nd class rate from Bombay to Sholapur, 
i.e., • 46 pies per maund per mile. We propose it should be sent at 1st class rate, ».e., '425.’ 
The rates for other centres are very low as mentioned in statement (Annexure H). 

(8) Lubricating Oil t Castor Oil , etc. —This is charged at 2nd class rate at present, i.e., 
•646. We propose it should be given at a special rate of ’21 pies per maund per mile 
both from Bombay and Madras to Sholapur, as special rates are given for other centres 
as detailed in statement (Annexure I). 

(10) Mill Stores. —The present classification is very high. These articles being very 
common and essential for the use of the mill industry, the lowest possible rate should be 
given both to the mutual advantage of the railway and the mills. The rates given at 
present are as pnder :— 

Belting, leather, etc. 6th class, R.R. • 87 pies per maund per mile. 

Bobbins, shuttles, etc. 4th „ R.R. '66 do. 

Cotton rope, etc. 2nd „ O.R. '46 do. 

4th „ R.R. -66 do. 

We therefore propose that lowest possible rates be given for mil l stores booked from 
Bombay to Sholapur. 

Annexuee A 

Copy of a letter dated 17th March 1926 from the Government of India (Railway Board) 

With reference to your joint letter dated the 28th September 1926, I am directed to 
state that the Railway Board have made enquiries into the matter and I am to offer the 
following remarks on the points raised in your letter under reply :— 

(i) Rates to Calcutta .—There is an alternative route by sea for goods traffic between 
Bombay and Calcutta and railway rates between these places have been forced down as 
a result of this competition. The same reasons have caused the Great Indian Peninsula 
Railway to quote reduced rates from Bombay to Madras and Madura. As regards 
Sholapur the Railway Board are informed that with effect from 1st February 1926 special 
reduced rates of Rs. 2-15-6 and Rs. 3-1-1 have been introduced for piecegoods from this 
station to Calcutta via Nagpur and Naini respectively. 

(it) Delhi. —The Bombay-Delhi rates are governed by competition with Calcutta and 
Karachi Ports, and the Madras-Delhi rate is forced down by competition via Caloutta 
and the sea route. 

(Hi) Cawnpore.— The Bombay-Cawnpore rates are quoted in competition with the 
East Indian Railway rates between Calcutta and Cawnpore. The Hubli-Cawnpore rate 
is quoted equal to the Bombay rebooking rate due to competition with the Marmagoa 
route. 

(iv) Madras. —The oorrect Bombay-Madras rate is Rs. 2-2-3 per maund and not Re. 1 
per maund against the rate of Re. 1-10-7 from Sholapur to Madras. The Ahmedabad 
Madras rate is influenced by the sea competition via Bombay. 

(v) Amritsar. —The Madras-Amritsar rate is foroed down by sea competition via 
Caloutta. 

(vi) Madura. —The rate from Petlad to MMura is Rs. 2-10-11 and not Rs. 3 as stated, 
and is quoted in competition with the rate obtained by the sea-oum-railway route via 
Bombay and Tutioorin. 

2. It ^ill be seen from the above that the special rates in force have in every instance 
been necessitated by adjustment with rival competitive routes which factor does not 
operate in the case of Sholapur. 
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Annextire B 
Cotton full pressed 


Station from 

Station to 

i 

; • 


Distance 

In miles 

Condition 

Rates per 
maund 

Rates per 
mannd per 
mile in plea 



j 

i 



V 

Bs. a. p. 


Bombay .. 


.. Sholapur 


283 

O. It, 

18 1 

1-02 

Dbaramabad 


Do. 


338 

O. R. 

19 6 

•9 

Katkhell 


Do. 


347 

0. R. 

1 10 1 

•9 

Umari 


Do. 


357 

0. R. 

1 10 10 

, *90 

Nanded .. 


. J Do. 


383 

0. R. 

1 12 6 

•89 

Puma ,. 


Do. 


401 

0. R. 

1 18 10 

•89 

Pnrbhani.. 


Do. 


419 

0. R. 

1 15 1 

*89 

J&lmi ., 


‘ Do. 


460 

0. R. 

1 14 4 

•74 

Lotur 


Do. 


135 

0. R. 

0 8 0 

*71 

Lyallpur .. 


.. Bombay 


1,345 

0. R. 

3 14 1 

*55 

Nagpur .. 


.. ! Do. 


520 

0. R. 

1 11 5 

•63 

Surat 


.J Do. 


170 

0. R. 

0 10 11 

•77 

Broach .. 


.J Do. 


207 

0. R. 

0 12 10 

•74 

Ujjain .. 


Do. 


635 

0. R. 

19 7 

•48 

Khaudnwa 


..| Do. 


353 

0. R. 

16 8 

*77 


Annexttre C 

Railway freight payable on full pressed cotton bales 


Station from 

Jl A Jjjyi- 

Station to 

Distance 
in miles 

Condition 

Rate per 
maund 

Rate per 
maund per 
mile in pies 












Rs. 

a. p. 


Bombay (Byculla).. 

Ujjain .. 

035 

0, R, 

1 

9 7 

•48 

Wadi Bunder and Cotton Depot 

Cawnpore General 
Gunj. 

889 

0. R. 

2 

3 8 

*5 

Karachi City via Hyderabad . 

Cawnpore via K.uch- 
raan Road. 

987 

0. R. 

2 

5 10 

•40 

Davangirt 

Wadi Bunder and 
Cotton Depot. 

642 

0. R. 

1 

0 7 

•4 

Ujjain 

Bombay (Byculla) .. 

635 

O.R. 

1 

9 7 

•48 

Karvi 

Wadi Bunder and 
Cotton Depot, 

864 

0. R. 

1 

15 0 

*43 

Bajcbt 

Do. 

1,083 

0. R. 

2 

9 11 

•46 

Chandaupi .. 

Do. 

1,073 

0. R. 

2 

11 9 

•49 

Asatpur 

Do. 

1,064 

0. R. 

2 

11 9 

•49 

Nagpur 

Mirzapur do. 

615 

0. R, 

1 

5 4 

-41 

Sangla Hill .. T 

Hinganghat do. .. 

1,108 

0. R. 

3 

1 7 

•53 

Lyalpur ,. 

Do. 

1,187 

0. R. 

3 

3 1 

•53 

Sharhanuur and vice verm . 

Cawnpore and via .. 

352 

0. R. 

0 

15 4 

•52 

Cawnpore •« 

Karachi City via 
Hyderabad. 

987 

0. R. 

2 

6 10 

•46 
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Annexuris D 

StcUe.menl showing the rates per rnaundper mile for loose chiton 


Station from 

* Station to 

_i__ 

i 

. Distance 
! in mill's 

i _ 

Condition 

Rate per 
mam id 

Rate per 
nittimd per 
mile in pies 



i 



113. 

a. 

p. 


liljapur 

1 

.. Sholapur 

••! « 

0. 

Tl. 

0 

ft 

0 

1*39 

Kurduwadl 

Do. 

40 

0. 

it. 

0 

6 

1 

140 

Bars! 

Dn. 

7i 

<). 

H. 

0 

S 

3 

1-30 

Latur 

Do. 

..' 135 

o. 

JR. 

u 

12 

9 

1-13 

Dagalkot 

Do. 

■■! « 

(). 

R. 

n 

8 

7 

•82 

Jluhil 

Do. 

..! 210 

0. 

n. 

0 

13 

6 

•74 

Jeur 

Do. 

no 

0. 

It. 

(, 

IS 

5 

185 

Gadag 

Do. 

..' 182 

0. 

K. 

0 

11 

7 

•76 


Anxexvkk E 
Coal 


Station from 

Station to 

1 

1 Condition 

ijll .i 
| 

Distance 
iu miles 

Rate per 
mamid 

Bate per 
ifiuund per 
mile in pies 

Baluraha 

Bombay 

i 

! 

..| 0. K. 

553 

Jl*. a. [j. 

7 8 0 

2 6 

Malmda (Bengal Coal) 

Do. 

• ? ! 0. H. 

1,150 

13 12 0 

2-28 

Slngareni 

Do. 

. .1 0. 11. 

744 

10 10 0 

2*74 

BalarsJia 

Shola pur 

..i O. B. 

656 

7 12 0 

2‘27 

Mnhuda (Bengal coal) 

Do. 

..i 0. Jl. 

870 

14 0 0 

3-15 

Singnrenl 

no. 

0. R. 

1 

361 

6 15 3 

8-69 


Anxkxuhe F 


Station from 

i 

Station to J 

Condition 

Diatance J 

ill miles | 

Rate jxT | 
ruaund | 

Rate per 
maund per 
mile in pies 





Rs. a. p. 


Bombay 

Shaliiriar and Arme¬ 
nian Ghat. 

0. R. 

1,221 

1 8 0 

•23 

Do. 

Banmore 

! O.R.W. 

775 

118 1 

•27 

no. 

Madras via Raiehnre. 

1 O.R.C.C.L. 

1 

704 

110 

*25 
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Annexcre G 

Chloride of Magnesium 


Station from 

8tation to 

j Condition 

_ 1 

Distance 
in miles 

Bat© per 
m&und 

| Bate per 
iinaund per 
jmile in pics 



i 


JU. a. p. 


Viramgnon 

Bombay (Camae C. C. 0. R. 

Bridge). | L. 

848 

0 0 2 

■21 

KharaghodA 

Do. 

.Jc. c. 0. B. 

I L 

.371 

0 6 2 

•20 

Do. 

Via Cawnpore 

..lo.B.I.C./ 
270 

775 

0 1$ 11 | 

■21 

Do. 

Via Delhi 
Hold] la. 

Sara! O.B.L.C./ 
270 

847 

0 12 4 i 

1 

•17 


. Annexure H 


China Clay 


Station from 

Station to 


| Condition 

Distance 
in miles 

Kate per 
mannd 

i 

Bate per 
| maund per 
^mile in pies 




i 

i 

1 1 f/f 


i 

Ks. a. 

P* 

j 

Karachi City (ria Hyderabad 
Kuchaman Road). 

Cawnpore and 
Cawnpore. 

wajo.B.C.C.L. 

1 

987 

0 IS 

0 

j 15 

Via Delhi (for traffic from 
Howrah). 

Amritsar 


O.R.C.C.I,. 

1 

278 

0 5 

8 

•22 

Howrah 

Via Delhi 

. 

J 0. R. 

90S 

0 9 

9 

•11 

Howrah via Delhi 

Amritsar 


0. R. 

1,175 

0 15 

0 

•15 

Howrah and via .. 

Cawnporo and 
(except O.R. 
tlon and via). 

via 

Sec* 

1 O. R. 

633 

0 1 

0 

•19 

Colgong 

Howrah 

.. 

0. R. 

245 

0 3 

3 

•16 

Kedarma .. ' 

Do. 


0. E. 

245 

0 3 

8 

•16 

Slmnltaia 

Do. 

.. 

0. R. 

217 

0 2 

ii 

•16 

Talijhari 

Do. 

.. 

0. R. 

201 

0 2 

8 

•16 

Howrah .. . 

Lucknow 

Moghalsarai). 

(via 

0. R. 

616 

0 12 

2 

•23 

Do. 

Via Shaharanpur 

(via Hoghatsarai). 

0. E. 

088 

0 12 11 

•16 

Bombay (Wadi Bunder) 

Cawnpore 


O.R.C.C. 

889 

0 11 

0 

•15 

Nagpur 

Bombay 


O.R.C.C. 

520 

0 12 

1 

•28 

Bombay (Carnac Bridge) 

Delhi Sadar 


R.R. 1st C. 
adjusted. 

865 

1 0 

8 

•30 

Howrah 

j 

Delhi 


R.R. 1st C. 
adjusted. 

903 | 

1 9 

8 

•:5 




601 


Annexure I 
Lubricating Oil 


Station from 

Station to 

Conditions 

Distance 
in miles 

Rate per 
maund 





its. a. p. 

Karachi City (na Hyderabad 
Kuchaman Road) and vice 
versa. 

Cawnpore 

O.R. 

087 

1 8 S 

Cawnpore (cut Kuchaman 
Road) ina Cawnpore. , 

Karachi City via 
Hyderabad 

O.R.W. 

160/L. 

087 

1 1 11 

Agra Fort and BalangunJ .. j 

Do. 

O.R. 

765 

18 0 

Bombay .. . • | 

Cawnpore (General 
Gunj). 

O.R. 

880 

12 0 

Cawnpore .. .. 

Bombay (Wadi 

Bunder). 

O.R.W./ 

son 

830 l 

10 8 

Cawnpore (B, B. & C. I.) 
vice versa. 

Bombay Carnac 

Bridge. 

O.R. 

839 

1 8 0 

Cawnpore 

Do. 

O.R.W./ 

300 

S30 

1 1 8 

Bombay (Wadi Bunder) and 
vice versa. 

Delhi Sadar 

O.R.W./ 

3001.. 

866 

1 1 1 1 

Bombay (Carnac Bridge) 

Do; 

O.R. 2nd 
Cl. adjust¬ 
ed. 

865 

1 12 4 

Howrah 

Delhi .. 

O.R. 2nd 
Cl. adjust¬ 
ed. 

903 

1 12 4 

1 

1 


Rate per 
maund per 
mile in pies 

•23 

•21 

•30 

*2S 

*24 

•27 

25 

•23 

*41 

‘41 
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Witness No. 104 

THE SHOLAPUR DISTRICT WEAVERS CENTRAL CO-OPERATIVE UNION 

Written Statement dated 5th September 1926 
SrcnoN I 
General 

3. Our Union is not in a position to judge whether the causes of the present depression 
in the textile industry are of a temporary or permanent character. Since the olose of 
the war, depression in the hand-loom industry is. general. Experience has shown that 
whenever mills were prosperous, the hand-loom industry also prospered. This shows 
that the same causes as governed the prosperity of the mills, governed the prosperity 
of the band-loom industry in general. 

6. Sometimes it was found that the price of cotton was high and that of cloth compa¬ 
ratively very low. At some other times the price of cotton wan low while that of cloth 
ruled high. This was due to the rise and fall in the demand for cloth. Hence it is not 
simply a fall in the price of raw cotton that will materially help the prosperity of the 
industry unless there is a good demand for both yarn and doth in the market 

0. Hand-loom weavers generally weave ‘ saris ' (loin cloth for women). Some of the 
mills in Sholapur produce these ‘ saris The mill ‘ saris ’ are inferior to hand-loom 
1 saris ’ in texture and durability but are comparatively cheaper than hand-loom ' saris 
Tlie demand for these mill ‘ saris ’ has of late increased to some extent. This shows 
that the purchasing power of the ryot is falling. This is one of the causes of the depression 
of the hand-loom industry. 

Sbotioji n 


Mature and extent of competition between imported goods ami those of Indian manufacture 

16. The following tabic gives the counts of yam—Indian and foreign—used on 
hand-looms in the Sholapur District and the extent to which eaoh count is used :— 


Counts 

Quantity 

Indian or Foreign 

20 

38 per cent. 

Indian. 

30 

86 „ 

AH Japanese until abont the beginning of this 
year. Recently Indian yam is taking its plaoe and 
since thon the percentage hu been 20 per cent. 
Japanese and 15 per cent. Indian. 

40 

20 „ 

All Japanese. 

60 

M/2 i 

6 „ 

Mostly Japanese and a little English. 

80 1 

84,2 f 

100 J 

6 .-j 

Exoept ICOs all Japanese and 100s English. 


Ssctiok III 
Internal competition 

88. Exact figures regarding the number of haDd-looms in India, quantity of yam 
consumed or quantity of cloth produced are not available. One has to rely on an approxi¬ 
mate estimate. The figures are estimated as follows:— 

The number of hereditary weavers in the Bombay Presidency is 223,539 
including males and females—adult and young. (This figure is worked out from the 
lost census report, as detailed in Annexure A, enclosed). On an average a family 
consisting of an adult weaver and his wife and two children manage one hand-loom. 
A family may consist of a number of adult members and consequently may manage 
more looms than one. On the other hand there may be a family consisting of 
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many children who oannot weave themselves and have to depend on the male adult 
of the family. On an average one hand-loom for every four persons would be an 
approximate estimate. The approximate number of hand-looms in the Bombay 
Presidency thus comes to 56,000. There are a number of men who weave on 
band-looms but. do not belong to the hereditary class of weavers. On the other hand 
a number of persons belonging to the hereditary weaving class work in mills and 
live on other professions. Both these classes are left out of consideration in 
calculating the number .of hand-looms. 

A hand-loom weaver weaves from 4 lbs. to 12 lbs. of plain cloth per week- 
Assuming 8 lbs. as an average of cloth produced on one loom per week, the 
production of hand woven doth comes to—• 

440,000 lbs. or 3,92&f ewts. per week. 

62,857 „ or 561 „ per day. 

The estimate is very rough. In the' case of fine cloth the production will be 
less than the above. 

Section VII. —Remedial measures 
(a) Suggestion a put forward by the Bombay Millowners' Association 

96. Foreign machinery and mill stores are used in hand-looms to a very small extent. 
From the hand-loom weavers point of view the customs duty on machinery and mill 
stores need not be abolished. 

100. Railway freights on Indian yam and cloth—mill made as well as hand made— 
should be reduced. At least freights on hand made cloth require reduction. The 
reasons are that compared with mills, the hand-looms are worked under every disadvantage, 
in point of machinery, organization, technical knowledge, finance, etc. The cost of 
manufacture on hand-looms is nearly three times the cost of manufacture in mills 
(Annexure B). The hand-looms provide employment for over 2 million workers (as per 
Fiscal Commission Report) while the mills provide employment for 367,827 workers 
(Table 2, page 102, Indian Tariff Board) in the whole of India. The hand-loom industry, 
therefore, requires to be given every possible assistance and facility. 

104. Duty should be imposed on imported yam of 20s and 30s and all kinds of 
imported cloth. Indian mills mostly produoe coarse yam. They will be protected by the 
imposition of duty on yam 20s and 30a without detriment to the hand-loom industry. 
Indian cloth of every kind—mill made and hand made -requires protection. 

106. No restriction of time should be placed on the imposition. 

106. The imposition of duty as suggested above will tend to increase the price of 
foreign cloth and foreign yard in 20s and 30s but it will not increase the cost of living of 
the middle and lower classes, because most of the middle and lower classes use rather coarse 
cloth and even in the case of those who use fine doth, fine yarn being exempted from duty 
can be extensively used in Indian mills and on hand-looms for producing fine doth which 
will be less costly than foreign imported oloth, 

108. Whether the internal competition between Indian mills would operate to restrict 
the increase in the price of yam and cloth, this Union is not in a position to deliberate. 
But internal and external competition of mills with the Indian hand-loom industry has 
operated and will operate to restrict the increase in price of hand woven cloth. 

109. The imposition of duty on imported cloth does not increase the prices for those 
consumers who use Indian cloth. In the case of fine doth prices will increase until 
fine cloth is produced in India. There may be some cloth which is not likely to be produced 
in India but the number of consumers of such cloth is comparatively small. The imposition 
of duty on imported doth would be an indirect imposition of duty on the consumers 
of that doth to a certain extent. It is making our Government richer whioh will be for 
the good of Indian industry and of the consumers in the end. 

113. In the reply to question 15 above the kind and quantity of yam used on hand-looms 
is stated. In consideration of these figures imposition of duty on imported yam 20s and 
30s is advised. As regards the reply to question 104, both theso oounts are produced in 
Indian mills and imposition of duty on the imported yam of the quality will not affect 
the hand-loom industry. In the case of other counts imported yarn is mostly used on 
hand-looms and imposition of duty on them will tend to harm the industry whioh is already 
working under so many disadvantages. 
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(6) Cther sujyestioiui 

118. It will greatly facilitate the hand-loom industry if banks will advance loans at a 
l ower interest than 6 per cent, to corporate bodies of hand-loom weavers, 

121 It would be beneficial both to the mill and the hand-loom industries, if mills were 
to specialise on all kinds of cloth except coloured cloth which is produced on hand-looms, 
gTcy cloth not being termed as coloured cloth. 

126. In the case of the hand-loom industry, besides the causes pointed out by the Mill- 
owners’ Association, the following are the additional causes of the depression of the 
industry:— 

1. Lack of organization and unity. 

2. Lack of technical knowledge and knowledge of economic principles, 

3. Want of sufficient working capital. 

4. Want of adaptability in weavers in point of production and sale. 

The Union suggests the following remedies in addition to those advocated above for 
the improvement of the hand-loom industry and of the general oondition of hand-loom 
weavers:— 

1. Great propaganda work requires to be done among weavers. This cannot be 
done by weavers wbo are in a precarious condition in point of money and very 
backward in education. Government is doing something for them through 
the co-operative and industrial department. But it is not sufficient. The 
co-operativo department whioh is expected to do propaganda work has mainly 
directed its activities to agriculturists and has engaged a very meagre staff, 
t'l'*., one Inspector and ono Assistant Inspector for the hand-loom industry in 
the Bombay Presidency. The appointment of a weaving assistant to the 
registrar and of a sufficient number of weaving Inspectors would serve very 
useful purposes towards propaganda work. 

2. Government should appoint an expert officer who will tour in India and in such 
foreign countries where there ate hand-looms in existence to examine the industry 
carefully, to study its economic conditions and report what method should bo 
adopted to improve the hand-loom industry in India and to make it stand 
against the powerloom competition. 

3. Government should take steps to establish technical schools in large weaving 
centres to impart higher knowledge in weaving, sizing, dyeing, and Spinning 
and in economics. At least one is required in Sholapur which is a big centre 
of weavers who number about 26,000 souls. 

4. The bulk of handjoom weavers are labourers. The labourers employed in all 
the mills in the Bombay Presidency number 153,009 while the hereditary 
hand-loom weavers number 222,636. The latter should be allowed to be 
adequately represented in the Legislative Council to enable them to protect 
their interests. 
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Annexubb A 


Population of iveneers, Bombay Presidency including States and Agencies 
(Census of India, 1921, Volume VIII 


Castes 

Males 

Females 

Total 

Kosliti, Hutgar, Jod, Vinkar and 




Devang 

47,085 

43,523 

90,608 

Sali and Padamsali 

35,912 

32,486 

68,398 

Patwekari, Pategar, Khatri and Soma- 




vanshi Sahasrarjun Kahatriya 

33,912 

29,618 

03,530 



Total weavers. 

222,636 

Koshti, 

Hutgar, etc. 



Northern Division 

450 

468 

918 

Ahmedabad 

338 

345 

683 

Panchmahals 

50 

58 

108 

Thana 

02 

65 

127 

Central Division 

14,547 

13,899 

28,446 

Ahmednagar 

2,756 

2,847 

5,603 

Khandesh E. 

1,336 

1,211 

2,547 

Khandesh W. 

197' 

198 

395 

Nasik 

894 

846 

1,740 

Poona 

1,275 

1,279 

2,554 

Satara .. .. ’jijt 

3,464 

3,305 

6,769 

Sholapnr 

4,625 

4,213 

8,838 

Southern Division 

17,099 

16,206 

33,305 

Belgaum .. 

3,260 

2,998 

6,258 

Biiapur 

6,940 

6,999 

13,945 

Dharwar 

5,83$ 

5,180 

11,018 

Kanara 

49 

38 

87 

Kolaba 

36 

36 

72 

Ratnagiri .. 

970 

955 

1,925 

Bombav States and agencies 

11,623 

11,205 

22,828 

Bombay City and Suburban 

3,366 

1,745 

5,111 

Soli <i 

nd Padamsali 



Ahmednagar .. 

2,856 

2,562 

5,418 

Khandesh E. .. 

4,022 

3,821 

7,843 

Nasik 

1,440 

1,410 

2,850 

Poona 

2,441 

2,070 

4,511 

Satara 

1,596 

1,529 

3,125 

Sholapur 

12,560 

10,065 

22,625 

Bijapur 

1,739 

1,538 

3,307 

Dharwar 

3,600 

3,531 

7,131 

Ratnagiri 

1,077 

954 

1,931 

Kolhapur 

872 

789 

1,661 

S. M. C. States 

947 

979 

1,926 


. 


57,328* 

Patwek ari, Pategar, etc. 



Gujrat 

16,382 

13,012 

29,394 

Karnatak 

12,964 

12,447 

25,411 




54,805* 


•Distribution of the remainder not gives in the oensus report. 
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Annexe ee B 


Approximate coat of manufacturing cloth (coloured 1 sans ’) on 
hand-looms 


Details of oharges 

For 10 
of yarn 

lbs. 

20s 

For 10 
of yarn 

lbs.' 

30s 

For 10 lbs. 
of yam 40s 


Rs. a. 

P- 

Rb. a. 

P- 

Rs. a 

P- 

Dyeing (fast) .. 

3 

8 

0 

5 

8 

0 

6 

0 

0 

Warping and sizing 

1 

2 

0 

1 

8 

0 

2 

8 

0 

Weaving 

3 

0 

0 

6 

0 

0 

7 

8 

0 

Pern winding 

0 

s 

6 

0 

11 

0 

0 

15 

0 

Taking threads through healds and 










reeds 

0 

4 

0 

0 

6 

0 

0 

7 

6 

House rent .. .. 

0 

7 

6 

0 

7 

6 

0 

7 

6 

Interest on oapital 

0 

9 

0 

0 

10 

0 

0 

11 

0 

Supervision .. 

0 

12 

0 

0 

12 

0 

0 

12 

0 

Interest on investment in tools 

0 

(1 

0 

0 

6 

0 

0 

6 

0 


10 

6 

0 

16 

4 

6 

19 

11 

0 

For I lb. t ( . . 

1 

0 

/K 

1 

11 

0 

1 

15 

6 


The finer the yarn used the higheT the cost of manufacture. 
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Witness No. 105 

Mr. S. R. TIKEKAR, SHOLAPOR 

Written Statement dated the 19th August 1926 
Section I 
General 

1 and 2. The present depression U ohiefly oonfined to Bombay mills and as Bombay 
is the centre of cloth and yarn markets, thj effeot has been reflected in other areas too. 
In fact the depression in up-country mills means that the margin of profits is very little 
as compared with that of the pre-war or boom periods. Since the Indian mills manu¬ 
facture but a third of the total doth consumed in the oountry, depression cannot be 
restricted to any locality. 

3. The depression, as will be seen later on, is due to many other causes, and it will 
oontinue as long as these remain operative. 

4. The present position is the test period of the efficiency of the industrial workers 
and as such mills that have any special disadvantage,—a heavy debt for instance,—are 
likely to suffer. The margin of profits realised now is exactly sufficient to meet a reason¬ 
able return en the invested capital. Interest charges on the borrowed capital beside 
the subscribed capital cannot be paid and hence such a mill would be working at a loss. 

6. It is clear from the above that the mills that have no debts are making some profits 
or at the most they are not suffering any loss. 

8 and 7. A fall in the prices of cotton would not improve matters much since the cause 
of the depression is somewhere else. Market rates are always fluctuating and stability 
of prices might have a slight effeot in securing future contracts, but this makes no important 
chango in the state of affairs. 

8. Yes. Prices of cloth have not corresponded with the price of cotton or other com¬ 
modities ; but the price of cloth was maintained very high or in other words the percent¬ 
age of profit was greater in case of cloth than any other commodities. Prices were 
not reasonable then. 

9. There has been a fall in the purchasing power of the public since requirements 
are being curtailed to the minimum. The effect of this tendency is visible in the decline 
of imports, and as mills record but a slight fall in the production in the last two years, 
the effect of this tendency is not material. 

10. It is not owing to the low prices of gold and silver that the public is restricting 
the requirements of cloth to a minimum, but it is the high cost of general living 
that has brought about this change. Preference is also given to cheaper qualities for 
the same reason. 

11. The mill-owners are directly responsible for this depression. They have never 
bothered to (») organise an efficient department of sales ; (i») study the changing fashions 
and likings of the consumers thus giving them the kind of cloth they want; (<»») maintain 
an uniform quality regulate the prioes by claiming a reasonable return on invested 
capital and (v) to win the confidence of the consumers. This so-called organisation of 
our mill-owners contrasts with the efforts of the exporting countries who (i) supply the 
consumers with the kind of cloth they require at quite reasonable rates. Khadi was 
being sent to India from Japan in large quantities when the N. C. O. movement was in 
full swing. Indian mills took to manufacturing it long after the movement had lost its 
intensity, (it) The quality of the cloth or yarn as supplied by the foreigners remains uni¬ 
form irrespective of the prioes. The readiness with which consumers prefer a certain 
brand or “ chhap " of cloth or yarn even at high prices proves the confidence of the 
consumers in the manufacturers. Some of the Cawnpore and Madras mills have that 
confidence of the public and they have suffered the least from this depression. 

In the distribution of profits again, the mill-owners have shown very little prudence. 
When a golden harvest was reaped during the boom period, it was imperative for them 
(and any thoughtful person would have done so) to save something for bad days. It 
is the law of nature and we also experience that a good year is followed by a famine and 
vice versa. To distribute the whole of the profits as dividends without providing 
adequately for the hard times was sheer folly and want of prudence on the part of 
the authorities concerned. 
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The mill-owners have taken great pains to manufacture goods j but they have negleoted 
the disposal or sales of the same. It seems that they do not realise the importance of 
the 3ales department in the organisation of whioh we see so many of the eminent leaders 
of England are engaged. Advertising or salesmen are quite unknown, it seems, to our 
mill-owners. When the outlet is thus closed, it is natural that there should be too muo: 
congestion. 

12. Some mills at Barsi Town (District Sholapur) were projected ; but work has no. 
started in any of them. The Jayshankar and The Lokmanya Mills are likely to commence 
work within a period of six months. Yet they find it very difficult to call up the remain- 
ingamount of the allotted shares. Collections were actually made from house to house 
as the share-holders are reluctant to pay their calls. This is due to the depression in the 
textile trade. People foresee the fate of such mills. The other mills in the same place 
have not yet collected sufficient funds to undertake the construction of buildings or to 
place orders for machinery. Their fate is obvious. 

Section II 

Nature and extent of competition between imported goods and those of 
Indian manufacture 

13. The loss of the China market is a serious factor. But Indian mills have decreased 
their output of spinning considerably. The probable reason for this decline in the 
production of yarn is the superior quality of the Japanese yarn. Even in the rough counts 
up to 20s Indian mills could not withstand the competition from Japan. In 1913-14, 
yarn of Is—lfts count was recorded at 1302 million lbs- while in 1018-19 this figure was 
only 87 million lbs. thus recording a fall of 43 million lbs. in counts up to 10s only. A 
similar fall of 47 million lbs. was shown during the same period for counts 11—20, thus 
making a total of 90 million lbs. During 1918-19 exports of yarn were reoorded at 63 
million lbs. and since these are mostly rough counts from la—20 h the only reason why 
Indian mills spun 27 million lbs. less is that they could not oompete with the Japanese 
quality. The door was thus thrown open f or Japanese yarn to enter into Indian markets 
with the result that it has ultimately tried to oust Indian yarn out of Indian markets. 
So the main reason for the loss of the China market is the inferiority of the Indian yarn 
and tho comparatively high price although enhanced freight charges have a share in 
making up the total price of yarn. Tho expansion of tho weaving industry has practically 
no share in bringing about the depression since tho total spindles have increased with 
the number of looms. 

14. The competition from Japan is rather dangerous as she produces the same rough 
oouuts and the same grey cloth of which we consume most. The Japanese quality is 
both superior and oheaper as compared with the Indian produce and so the competition 
is keenly felt. The United Kingdom specialises in higher counts of yarn above 40s and 
in finer cloth and coloured piece-goods. These products do not directly compete with 
the Indian mill produce. 

15. Hough counts up to 30s and grey unbleached cloth are the products that compete 
against Japan’s products. 

17 and 18. Both Japan and the United Kingdom are placed at an advantage in 
obtaining stores for the mills, which are manufactured locally. The import duties alono 
on mill-stores without considering the cost of carriage and other oharges, enhance the 
cost of manufacture by ■ 75 pie per lb. of yarn and 1 ’5 pies per lb. of woven goods. The 
oost of fuel in those countries is comparatively less. All the textile machinery is manu¬ 
factured in the United Kingdom. Thus they can produce goods at lower coBts. . 

19. The percentage seems small, but the total quantity it represents is nearly 40 million 
lbs., which means a considerable amount. The percentage is likely to inorease. In 
1913-14, the percentage of counts Is—10s imported from Japan was only - 35; while 
in 22—23, it rose to 2’ 14 or roughly six times. 

23. The imported cloth is more charming and for a variety of reasons people prefer 
it. It is offered oheap in some cases That is why the imports of cloth from all countries 
are likely to increase. 

27. The public naturally is inolined to purchase finer cloth and as it oomes from the 
United Kingdom, stability of exchange would lead to a greater demand for that cloth. 
If the exchange were to be steady at 18 pence to the rupee, the exporting countries would 
indirectly get a bounty of 12J per cont. 
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31. The prompt attention paid by the manufacturing countries to meet the changing 
fashions of the public and the excellent make up and attractive features of a uniform 
quality, not only induce a good and ready sale, but seoure permanent customers. * 

32. Quality has been maintained uniform and charming patterns are being 
introduced. 

33. 30s and 40s counts of yarn from the United Kingdom have practioally been ousted 
by Japanese spinners from Indian markets. 

34. The tendency to prefer fine clothing is natural and as all these are imported, 
Indian mills would be put to a disadvantage in this respect. 

Section III 
Internal Competition 

36. Bombay mills have not to bear the railway freight charges on (i) machinery 
and other mill stores, (it) dye-stuffs and chemicals and other materials. Bombay being 
a big cotton market, mills can easily obtain cotton at any time and occasionally cheaper 
than elsewhere. Bombay enjoys a special concessional ratefrom the railway companies 
for the carriage of coal, cloth or yarn and the like. 

37. Up-country mills have a few advantages on their side. They need not seek a 
market for their produce. The area in which they are located provides this and thus 
heavy railway freights or high establishment charges for keeping a godown or a show¬ 
room are absont in their case, cotton also can be had in seasonal years at cheaper rateB 
if the mills are in the cotton centre. 

38. Hand-looms prepare quite a different kind of cloth, viz., turban, saree, khan and 
silken fabrics. Thus their markets are different and there cannot be any competition 
between the mills and hand-looms, although in some cases, both produce the same kinds 
of cloth. 

39. Cotton piece-goods woven on hand-looms amount to over 2150 million lbs. per 
year. 

.Section IV 
Mill Management 

40. The Indian mill industry in general is not working with reasonable efficiency and 
economy. Bombay and Ahmedabad mills are more inefficient than some of the up- 
country mills. 

41. The present system of appointing managing agents is defective for the following 
reasons: (i) The capitalists are the managing agents and their only object is to earn 
profits, (it) They have very little technical knowledge or any other similar qualifications 
to enable them to carry on the work efficiently. Thus an elaborate machinery of manage¬ 
ment is required to be kept up and hence the inefficiency, (in) The general standard 
of the honesty of the average Indian, it must be owned with regret, falls low as compared 
with that of any other nation. Many dishonest means are in vogue and it is practically 
impossible to bring them to light. The only remedy to remove this indirect tax on the 
industry is to raise the standard of honesty and to allow as few opportunities as possible 
for the scope of such methods. 

In my opinion, the following restrictions might serve a good deal to effoct this : (i) 
Tho cx-officio director alone shall act as the managing agent instead of a joint firm as 
is done in most cases. (»*) He must have some technical knowledge and the power of 
business organisation, (in) He should not associate himself with any othor business in 
a proprietary fashion ; he may, however, be a director of other firms, (iv) His remunera¬ 
tion shall depend on the net profits. ( v ) He shall be as faithful a servant of the firm 
as he expects his servants to be. 

42. Most of the mills have fixed the remuneration of the managing agents on the sales 
or profits. But mills of old standing whose contracts have undergone no change, still 
pay the managing agents on production. The method to pay commission on net 
profits is preferable. 

43. Managing agents appoint a manager to represent them and thus increase the 
overhead charges. All other expenses including office charges, purchase of raw materials 
and sales of finished goods, etc., are borne by the firm. In some cases managing agents 
do receive some commission on these transactions. 

mo Y 422—39 
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44. Most of the managing agents are found to conduct a variety of businesses directly 
or indirectly connected with the mill industry. This practice is certainly detrimental 
to^he mills since their attention is divided and it is natural that the managing agents 
should neglect some of them. Their interests might clash and managing agents look 
more to the personal gain than to the interests of the shareholders who appoint 
them. 

Section VI 
Costs of Production 

A.—General 

67. Indian mills have to pay heavy freight oharges and import duties on(») machinery 
and stores, (it) dyes and chemioals, (tit) coal. 

68. The advantages which Bombay mills have over others are mentioned in reply 
No. 36. The disadvantages which the Bombay mills suffer from are: (i) High 
cost of labour, and heavy office and establishment charges, (ii) Being a harbour, Bom¬ 
bay stands on an equal footing with the imported goodB, while in the oase of up-country 
mills, imported goods have to bear freight oharges to the plaoe of Bale. 

B.—Raw Material 

60 and 62. Many of the mills have their agents in cotton districts who purchase the 
raw cotton required during the season. Bombay has got a good cotton market where cotton 
oan be had at any time of the year. What the English or Japanese purchasers do is 
this : they generally advance monoy to the cultivators before the cotton is on the plants, 
thus securing easy prices of the cotton when ready. Besides, they purchase the whole 
requirements during tho cotton season. Indian mills cannot afford to advance money 
to the farmers and besides they cannot store up the annual requirements partly beoause 
of the risk it involves and partly because they have not sufficient fundB. Indian mills 
are just like retail purchasers, while the foreigners are wholesalers. The difference 
between wholesale and retail dealings is the gain of the foreigners. In order to remove 
this unjust practice of advancing money to cultivators thus to command easy prices, 
legislation as passed by the African Government against Indians must be introduced. 
There is no other way of effecting a remedy to this. 

C.—Labour 

65. Bonuses to the operatives were not unduly liberal; but the dividends paid to 
shareholders wore too liberal. The amount paid to workers goes to the productive 
labour to increase production but the dividends go to the unproductive class. 

67. B. Two. 

C. The following workers are required for 10,000 spindles:— 


Mixing dept. 


2 


Blow room 


13 


Carding 


13 


Roving 


62 


Throstle 


160 


Reeling 


60 



Total 

310 

So 31 workers are required for 
spinning 20s oount on 1,000 
spindles. 


283 workers are required for weaving grey cloth 20s on 230 looms. Therefore 
124 workers approximately work 100 looms. The details are :— 


Winding dept. .. .. 62 

Warping .. ... 7 

Sizing .. .. 6 

Beaming .. .. 17 

Weaving .. .. 195 

palender .. .. 6 


Total ., 


283 
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69. The total cost of wages for spinning 1 lb. of 20s yam in 1925 was 13 - 60 pies. 
And for weaving 1 lb. of cloth during the same period it was 17 • 60 pies. 

71. The general percentage of absenteeism in an up-country mill is 4*6 ; it was not 
found to vary with the season. The granting of bonuses for regular workers has proved 
effeotivo and the percentage is reduced considerably by this method. They are not 
generally granted. 

72. “ Budli ” workers are not so efficient as the original workers and so there is a 
loss of about 25 per cent, of efficiency. 

74. Skilled and trained workers are always scarce in all the centres. Labour changes 
very often and the system of long service bonuses or provident funds would put a stop 
to this. As far as I know, there is no snoh system in any of the mills. 

76. Operatives should be trained in the mills and they should pick up what little 
they can while doing their work. This means a great loss to the mills. Supervisors 
are trained in the Victoria Jubilee and other technical schools; but the demand is far 
greater than the supply. 

79. Such introductions would involve much expenditure and the position of the 
industry would be still worse. The workers, jobbers and fitters, being unaccustomed to 
the new changed models would contribute their inefficiency to increase the cost. 

80. By rousing the sense of duty and by efficient supervision, reduotion in cost might 
be effected. 

81. No doubt a good deal of saving is effected by working double shifts. My figures 
show that • 76 pie per lb. of spinning 20s' yam and 1 • 6 pies per lb. of cloth (grey) of the 
same oounts are the savings effeoted by working an up-country mill at Barsi Town on 
double shifts. 

82. It is not advisable though it would be possible to introduce double shift working 
either in Bombay or in Ahmedabad because of the adverse offeot it would produce on the 
health of the workers in those already congested centres. And as for np-oountry mills, 
double shifts might be introduced after making sufficient provisions for the comforts and 
safety of the workers. 

D.—Overhead charges 

84. Water-tax at Barsi Town was annas 8 per 1,000 gallons and it has been raised to 
annas 10. The annual water-tax amounts to Bs. 2,400 and the house and rent tax is 
Rs. 3,000. 

86. The depreciation is generally calculated by estimating the life of the maohine or 
tho building and covering its whole cost over that period. ThiB fund should be kept 
aside and should be utilised to replace worn out machinery or to re-ereot the destroyed' 
buildings. This should be a charge on the profits and I think this is the general practice. 

87. The actual cost of the article is taken for the purpose of balance-sheets. There 
is no independent valuation as far as I know and the auditors satisfy themselves by 
investigating the figures arrived at if they find it doubtful. But in most oases they 
rely on the managing agents. 

88. The audit is generally an annual one. 

Section VII 

Suggestions as to medical measures 

A.—Suggestions put forward by the Bombay MiUowners ’ Association 

96. Although the abolition of the import duties on machinery and stores would reduce 
the cost of manufacture by at least ■ 75 pie per lb. of yam and 1*6 pies per lb. of doth, 
it is not desirable that the duty should be abolished. By proposing a protection to them* 
selves, the millowners are denying such a protection to other industries. 

97. Super-tax should not be abolished. The very fact that the millowners are required 
to pay such heavy charges shows that they are earning profits. 

98. Such a local taxation cannot be abolished. It is for the good of the general publio 
and millowners should share the burden. 

99. Facilities in railway freight, eto., would be applicable both to Indian as well as 
foreign goods. Thus that would make no difference. If preferential tariffs could be 
afforded to Indian produce it would be welcome. But this would lead to more dishonest 
and fraudulent means. 
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102. Instead of the Government of India making appointments the Trade Comrnis 
sioners should be seleoted by the millowners. The office of course would be maintained 
by the Government of India. These Trade Commissioners should not exceed four in 
number. They should be from the commercial class, and well acquainted with the 
business. The lost oversoas markets could be regained by, (i) improving the quality, (it) 
suddenly reducing the prices to eliminate competition, (Hi) sending efficient salesmen to 
introduce articles. 


104. The imposition of an inoreased import duty is undoubtedly necessary ; but 
this should be done after compelling the millowners to conduct the mill affairs with 
“ reasonable efficiency and economy ”. After this is done, a protective additional import 
duty should be levied. I am not in favour of an uniform 13 per cent, extra duty on cloth 
or yarn. The additional duties in my opinion should be as under :— 


For counts 1—20 
For counts 21—40 .. 

For mercerised yarn of all counts, twists and 
counts above 40 

Grey cloth .. .. 

Bleached 

Coloured 

Hosiery 


7J per cent. 
12 * „ 


m 

8 

12i 

15 

15 


»> 


These duties should be levied for a period of at least seven years in which time they 
would adjust itself. 


10(1. Tho rise in the cost of living of the middle class public would be not more than 
8 per cent. At present they are spending about 15 per cent, on clothing, henceforth 
they would have to spend 23 per cent, at the most. 

109. Import duties necessarily mean an increased cost to the consumers. When 
the industry to ho protected is considered from the national point of view, so much 
sacrifice has got to he made. The example of a 33* per cent, duties on imported 
cutlery imposed by the English Government is fresh before us. 

111. The additional import duties are sure to oheek the consumption of cloth. Bnt 
they will prevent the foreign cloth from being imported into India. In 1913-14, the length 
ofclothimported was 3,100 million yards, while in 1923-24 it was only 1,700 million yards. 
If tho import duty is higher for finer counts consumed mostly by wealthy people, imports 
will be stopped, and the use of superfluous clothing will be curtailed. The steady rise in 
the production of Indian mills will be in the best interests of the country. The average 
cloth consumed by an Indian per annum was estimated at 15 yards in 1895 and this figure 
rose until the war after which a big fall has set in and ouriously enough consumption of 
cloth per capita per annum stands today at 15 yards again. That is why there seems a big 
drop in the total cloth available for consumption in the two years, 1913 14 and 1924-25. 


B.—Other Suggestions 

116. Instead of an export duty on cotton, a cess of annas two per bale in addition to 
the present cess should be levied on exported cotton. The amount thus received should 
be utilised for the maintenance of a reference officer, to be proposed below. 

119. A “ Reference Officer ” shall be stationed at Bombay to whom all the mills in 
the Presidency shall submit statistical reports every month giving therein the details of 
(t) working and other charges of a lb. of yarn, (it) and similar figures for a lb. of cloth. 
The officer on comparing notes, should inform millowners of the excess in their figures. 
Tho officer shall also obtain similar figures from the rest of the mills in the country and 
also of foreign mills who compete with us. Ho will thus make a regular and scientific 
study and his duty would be to watch the interests of the Indian mills against foreign 
competition. 

Annual balance-sheets of the mills should also be submitted to him and he should see 
whether the profits arc distributed after duly providing for the bad days. A limit would 
be set for the percentage of profits to be exacted and it would be the duty of the officer 
to point out any digression beyond this limit. He should be appointed after joint 
approval by the Legislative Council and the Millowners’ Associations. He should have 
spent at least ten years in the textile industry previous to his appointment. 

125. The causes that have brought about this depression are of long standing. It is 
impossible that this slump should have suddenly fallen from heaven. Some of them 
are enumerated here. 


(1) The prices of cloth and yarn were kept high simply because there was no competi¬ 
tion and the millowners wanted too much profit to be exacted and so raised prices. This 
naturally resulted in inviting Japan to the Indian market and she was satisfied with a 
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small profit. Our mill-owners have reaped a golden harvest by exacting from three to 
four annas per lb. of cloth as profits, which was not in the leaBt businesslike. Profits 
should be so rated that it should be but a reasonable rate of interest on the invested 
capital. By keeping the margin of profits very high, we practically invite competition. 
The depression which is due to the increasing competition from Japan is in its turn due 
to the excessive profits realised by the Indian mills 

(2) Public tastes and fancies have not been regarded at all. If cloth which the 
public is inclined to wear is given for sale there should not be any difficulty in finding a 
ready salo. 

(3) The department of sales has been utterly neglected. The mill-owners are under 
a mistaken belief that their duty ends in producing a certain amount of cloth. On 
the contrary, they ought to so arrange the business that the cycle of produce and sale 
should smoothly proceed without any obstacle. By paying attention only to the 
manufacturing department, heavy stocks of finished goods are lying in the godowns 
and unless these are cleared up, further production cannot be commenced. So, to avoid 
such a plight, it would be better to conduct the department of sales together with 
production. 

(4) General dishonesty in anyhow meeting the public demands or covering the defects 
of the cloth by a heavy percentage of sizing, has been in a way responsible for this depres¬ 
sion. The foreign manufacturers try to win the confidence of the consumers while our 
mill-owners try to evade it. 

(5) Profits of the boom period were distributed foolishly as dividends without making 
provision for the future. 

(0) The mill-owners seem to be oonfident of their efficient working. They do not 
think that any improvement could be effected in their works. In fact it is human nature 
to believe so. But the real truth is that there is yet room for eoonomy in the mill manage¬ 
ment ; the highest efficiency is put forth only in most adverse circumstances. A good 
many curtailments are being effected to meet the depression. So a full and complete 
enquiry into the management with a comparative study of the similar affairs of the 
nations that now lead in the industry is necessary to put matters right. Competition 
is absolutely essential for maintaining the efficiency of any industry, and when the mill- 
owners raise a cry for help, without setting their house in order, against the competition 
from Japan, it seems that they are not industrial in the real sense of the term. Of 
course, if the competition is unfair owing to Government help, we must also try to secure 
corresponding facilities for our mills. 

120. After overhauling the industry and setting all affaire in order. Government 
help by means of protective tariffs is necessary. Preachers of freo trade plead that 
this would result in an inorease in the prices of the artioles. This is neither the time nor 
the place to deal with the heated question of free trade versus protected trade. Wc have 
been following closely in the footsteps of the English Government which is the so-called 
centre of free trade. Sheffield has been known the world over for its cutlery for centuries. 
Yet when it was found that this industry was in danger from Continental competition, a 
duty of 33i per cent, was levied for a long period with a view to eliminating the element 
of competition. 

It is nothing short of a farce to give a nominal protection to any industry for a period 
of a year or two. The industry cannot make any real progress in so short a period with 
so littio protection and hence this becomes a futile tax on the general tax-payer. Capita¬ 
lists will not venture to invest the capital in such industries and the protection will not 
have served its purpose. If the Government wants seriously to afford any protection to 
the industries—and as a Government it must—the relief must be substantial and spread 
over a period sufficiently long to allow the industry to gain ground. The suffering of the 
tax-payer should not be made an exouso to avoid this duty; for without suffering, 
nothing can be gained. A country has to suffer many hardships if a real step towards 
nation-building is to bo taken. 

It would not be out of place to picture the state of affaire if sufficient protection is not 
given to the industry. 

Japanese mill-owners aro waiting eagerly for an opportunity to purchase Indian mills 
and thus carry on the fight in the enemy’s trenches. This is not only true of the textile 
industry but also of others which are oarried on in Japan suooessfully. For example, the 
match industry enjoys a protection of about 200 per cent. Naturally, many factories 
have started in Iudia. Simultaneously, Japanese capitalists have erected two match 
factories in the suburbs of Bombay. Government has connived at this. When Indians 
are not allowed to own any land in a foreign country, why should foreigners be allowed 
to do so ? And still further to carry on a factory to crush Indian industry ? Apart from 
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this reciprocal international treatment, it is not in the least in the interests of the Imperial 
Government of His Majesty The King Emperor to allow such foreign factories to be worked 
ip India. After crushing the industries of India, they would extend their activities against 
British industry; Germany has done the same. It is industries and commerce that 
serve as,an entranoe to enemy’s camps and thus enable the rival nations to get access to 
affairs of political import. The matter qf protection should therefore be treated 
seriously. 



